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Re:  Hoeing Policies and Procedurey Reparding DFARS 203 7007

Diear Mr. Shaw:

This lenter responds 10 your Seplember 23, 2003 email requesting The Boeing
Company’s (“Boeing™) policies andfor procedures that saiisfy the reg uirements for
Contracior Standards of Conduct found in 1he Defense Federal Acquisition
Repulation Supplement {(“DFARS™) § 203.7001. As you might expect. Boeing’s
“sysiem of management conirols” covering the topics in DFARS & 203.7001 is
evidenced by more than & single document. 1n fzcl. Boring’s management controls
are found in severe] documents, including policies, procedures and other wrillen
materials, and are evidenced by evervday business praclices.

Boeing has slrezdy provided many of these policies and procedures 1o the Air Force
zs exhibits 1o its Response 1o the Air Force Notice of Suspension (dated Auvgust 23,
2003) (“Response™). That submission elso containg significant additional materials
describing the implememation of Boeing's sysiem of management controls,
including its Ethical Business Conduct Program.

Nonetheless, for your convenicnce, we have 2lso included these policies and
procedures s= atizchments o this lener and have orgenized them and other pErtinent
materiale in accordance with the topics in DFARS £ 202.7001. You will note that,
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in somc insia=ces, policics or procedures and other materials are cited under more
than one DFARS heading due 1o their relevance o muliiple 1opics.

We also believe that 11 is imponiant 10 note thst Boeinp = policies and procedures are
part of & larger, dynamic corporaie povernance sysiem. An Imponiant component of
tins system arc the various communicztions mechanisms that Boeing uscs 1o cnsure
that al] company emplovees are umely informed of and understand the rules, and
their associzicd purposes, under which Boeing conducts its overall business,
Accordingly, cenain attached documents relete 10 the Company's communications
1o emplovees regarding the policies sod procedures.

Finally, Boeing has provided policies, procedures and relaied materials with this
submission thet it beheves are most relevant 10 vour request. Thus, other matenals
and practices that relate 10 the DFARS Conractor Standards of Conduct are not

meluded.

(1) A writien code of business ethics and conduct and
an ethics traip for all emplo

Exhibit 1: Boeing Policy-2, “Ethical Buginess Conduct™ (January 19_. 2001). This
Policy establiches 1he formal s1ndarde of erhical conduct 1o be adhered 1o by all
Boeing employees twoughout the commpany.

Exhibit 2: Boeing Procedure.3, “Ethics and Busipess Conduct Program™
(December 20_ 2001). Thiz Procedure documents the processes associasted with
Boeing s formal Ethics and Business Conduct Program outlined in the preceding
Policy-2, mciuding the corporaie struciure and roles, as well as educstion
requirements for all cmployees.

Exhibit 3: Bocing Eihical Business Conduc: Guidelines (undased). This booklct
provides an overview of Boeing™s Ethical Business Conduct Program and
incorporates references 1o relevant policies and procedures. It is 2 resource for sl
employees 10 use to cnsure that their actions conform 1o the highest ethical

sizndargs.
Exhibit 4: Boeing Guide to Compliance with the Procurement Imtegrity Law and

Use of Competitor Data (undated). This Guide provides detailed guidance and
mstroctions for 2l cmplovees on effectvelv complving with the reguirernents of the
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Frocuremeni I]ﬂ_ggﬁl_':.r Act, end discusses hovw the Act is relevant 1o verous BDEiﬂE
policies and procsdures,

Exhibit 5: Guidelines on Gathering and Use of Infermation about Competiiors
(Decernber 7, 1598). This guidance outlines requirements and procedures for
proposal teams regarding the handling and use of competitor informanon for the
purpose of mzintaining the highest ethical standards in conducling procurement

activities.

Exhibit 6: Boeing Procedure-70, “Procurement Imegmity and Restrictions on Use of
Competitor Information”™ (August 3, 2003), This Procedure documents procedures
related 1o ensuring Company-wide compliznce with the Procurement Integrity Act.

Exhibit 7: Boeing Procedure—4, “Proper Marketing Practices” (December 17,
2001). This Procedure cutlines overall marketing practices for the Company,
including the standards of conduct 10 be mel by perzonnel in marketing, szles or
cusiomer suppori funclions. As staled in s Responss, Beeing is in the process of
revising this Procedure. Boeing will provide the revised Procedure when 1118

finzlized.

Exhibit &: Boeing Procedure-3. “Froper Marketing Practices — Marketing 10 the
1.8, Governmem” {February 11, 2002). This Procedure contains ethical conduct
requirements specifically related 1o Boeing's markeung and szles function. Like
Procedure-4, this Procedure is also being revised and will be pravided when it is
finalized.

Exhibit 9: Boeing Procedure-31735. “Compliance Assessmeni Process™ (February
24, 2003). This Procedure presents Boeing’s process for preventing and delecting
violations of Jawe and regulations, including those pertaining 1o ethical business

canduct.

Exhibit 10: Supervisors Guide: Eihics at Boring — Commitment, Responsibilities
and Resources (2000). This Guide docurnenis the procedures that Boeing
SUpLTYiSOrs must use 10 brief new employees on & onc-on-one basis regarding
Boeing®s Ethiczl Business Condect Program,

Exhibil 11: Bosing Procedure-4338. “Employee Traiming and Development™
{Aupusi 22, 2000). This Procedure ouilines the responsibilities for Boeing’s
cmplovee trainimg 2nd development funciions.
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Exhibit 12: Basic Procurement Imegrity Course Mzterizls. These course malerials
putline the legzl requiremenis for adhering 1o the Procorement Integmiy law,
provides Bosing's policies and procedures refating 1o compliance, and also informs

employees 22 10 their individual respoasibilities 1o comply with ihe Procuremenit
Integrity laws.

Exhibit 13: Procurement Integrity Refresher Course Presentation = “Procurement
Integrity/Use of Competitor Data.” This training material provides those employees
who heve already received the basic Procurement Integrity training with an
overview of the law, Boeing's policies and procedures for compliance, 28 well ag
the employee responsibilities for compliznce.

Exhibit 14: Procurement Integrity Law — Propose] Team Briefing. This Bniefing 15
part of mandatery raining for all Boeing emplovees involved in the Federa)
procurermnent process and addresses such 1opics es Govemment regulztions. Boeing
pelicies, the Procurement Integrity law, the types of informatien covered and the

nsks of non-compliance.

Exhibit 15; Procuremeni Integrity Law and Use of Competitor Datz (Brniching).
This Briefing covers the Frocurement Integrity izw, discusses the types of
information covered, reviews the riske of noncompliance and presents scenarios,

Finally. all Boeing employees are required to participete in annual “Ethics Update™
wrzining which consisis of in-person group presentaiions and discussion.

(2) Perfodic reviews of company business practices,
procedures, policies, and internal controls for
compliance with standards of conduet and the
special requirements of Governmeni contracting

Exhibil 16: Boeing Procedure-6302, Inicgrated Defense Svsiem Compliznce
Review Board, Compliance Assessmenl Team and Process Action Teams™ (October
24, 2003). Thiz 1z the newly-1ssued Procedure thai esiablishes the Comphance
Review Board (“CRE™) and Compliance Assessmem Team (“CAST™) 10 which
Boeing commined in iis Response. This Procedure ensures senior management’s
involvement and visibility in compliance issues o create the highest possible level
of performance by IDS 10 the arez of compliance by establishing a reliable means of
studying compliznce 1ssucs &nd rends and implementing appropriaie process

chanpes.
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Exhibit 17: Boeing Procedure-3175, “Compliance Assessment Process™
(February 24, 2003). This Procedure idemifies and deseribes Boeing’s process for
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vialations of laws and reg u]almrv_== including thosze rc]ah:d to ethics. The Procedure
cullines legal and repulatory Compliance Risk Areas and identifies the individuals

responsible for the oversight of the rick areas.

Exhibit 18: Boeing Policy-6. “Tmernal Control™ (November 20, 2000). This Policy
defines intemzl control requirements for Boeing 1o provide reasonable zssurance
thal operations are conducted consistent with Company values, objectives, and

obligations.

Exhibit 19: Boeing Procedure-1872, “Intemal Control Definition and
Responsibiliies™ (May 29, 2002). This Procedure imposes responsibility on all
menagers for effective imemazl contrel, and provides intermal control definitions,
requiremenis, znd responsibilities for The Company 1o provide reasonable assurance
that aperations are conducied consistent with compzny values, objectives, and
obligations. Tt provides a framework 1o suppon management's effons 1o esiablish

and maintain relishle processec znd cffeciive business nsk management.

Exhibit 20: Bocing Procedure-1873, “Intemal Audit Responsibilities™ (May 1,
2002). This Procedure documents Boeing's corporate processes related 1o the

Imemal Audnl fupction.

Consistent with the foregoing, Boeing periodically reviews implememation &nd
adherence 1o fis policies and procedures. Such reviews 1ake the form of internal and
exlernal sudits and engagement of third-parly assessments. In the relatively recent

past, these have included the followinp:

Exhibit 21: Ethics Resource Center Repart (April 2000). This external audit was
conducied by the Ethics Resource Center, gnd reviewed Boeing practices againsl
three benchmarks: The Nations]l Business Ethics Survey, The Ethics Index, and The

Aerospace Index.

Exhibit 22: Carel R. Marshall, Esqg. (April 2000). Ms. Marshzll conducied 2
Review and Assessmem of the Beeing Ethics and Business Conduet Program. The
Review documented a comparizon between Boeing®s Program and indusiry
siandards for an effective ethics and compliance program and 1he siandards
articulated 1g “DFARS 209 .406-1{z)(ii} for 'sppropriaie siandards of ethics and

imegmty [that] are in place &nd working.™
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Exhibit 23: Howrey & Simon Review of the Space 2nd Communications Group's
Ethics znd Bedness Conduct Program (1999). This indcpendent revicw of Boeing's
Space and Communications Group's Ethics and Business Conduct Program was
conducied in connection with Boeing's 1996 Admimsistive Agreement wilth the A

Force.

In addition, as vou are aware, Boeing recently engaged two independent owtside
reviews of its ethics program: (i) former Senator Warren Rudman conducied an
independent review of all Boeing policies and procedures related to the tresiment of
sensitive or confidemial competitor information and. more generally, Boeing's .
imternal conirols relating 10 ethics and compliance and (71) the Ethical Leadership
Group (“ELG™) reviewed Bosing's gencral policies sad procedures regarding cthics
and compliance. The recently-complaed ELG repon was provided io vou in a
meeling on Ociober 29, 2005. Boeing amicipates that Senator Rudsans review
will be corpleted this week and Boeing will provide you with a copy of the

resulling reporn.

{3) A mechapism, such as a botline, by which

emplovees may report suspected instances of
improper conduct, and instructions that encourage

emplovers 1o make siwch reports

Exhibit 2: Bocing Procedure-3, “Ethics and Business Conduct Progzam™
{(December 20, 2001). This Procedurce outhnes the processes associsied with
Boeing's formal Eihics and Business Conduct Program outlined in Policy-2,
mncluding the corporate structure and reles, s well as education requirements for all
employees. It includes a discussion of the procedurss associated with the
cstablishment of, use of and actions 1aken as a result of reporting 10 the Boeing

Ethics Line.

Exhibit 24: Boeing Ethics 2and Business Condect Program; Ethics 21 Boeing. This
it 3 print out of information regarding the Boeing Etlics Line availsble 1o all
Boeng empiovees on the Bocing intranst.

Exhibit 25: Ethics Advisors Handbook (July 2002, updaes through Junc 2003).
This Handbook provides Boeing’s Ethics Advisors with a comprehensive guide for
understanding. implememing and achicving the goals of Boeing's overall ethics
program. It omlines deleiled procedures for dealing with a variety of issues,
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including emplovee access 1o 2nd use of the Boeing Ethics Line, and comeclive
actions 1o be =ken 25 a result of mguines znd repons made 1o the Eihics Linc.

{4) Iniernal and/or external zudits, as appropriate

Exhibit 18; Bocing Policy-6, “Internal Control” (November 20, 2000). This Policy
defincs internz] control requirements for Boeing 1o provide reasonable assurance
that operaticas zre conducied consistest with Company values, objectives, and
Exhibit 2: Boeing Procedure-3, “Ethics and Business Conduct Program™
(December 20, 2001). This Procedure directs the Vice President-Corporate Auditor
10 audil and evzluate svsicms and proceszes that monitor compliance with company
policies, procedures end legal oblipations. Also, under this Procedure, Boeing's
Internal Audn Office condicis zscesymenis of the si=tes of monitorine actvibies in
the Company 10 ensure comphiance with Company procedures and legzl obligations.

Exhibit 19: Beeing Procedure-1872, “Imemal Control Definition and
Responsibilities™ (May 25, 2002). This Procedure documents the responsibility
imposed on 2ll managers for effective internal control, and provides miemal control
definitions, requirements, and re<ponsibilities for The Boeng Company 10 provide
reasoneble sssurance tha! operstions are condected consisient with company valoes,
objectives, and obligations. i provides a framewori 10 supporn manzecment's
efTors 1o establish and maintain reliable processes and effective business risk

management.

Exhibit 20: Boeing Procedure-1873, “Imemal Audit Responsibilities™ (May 1,
2002). Thas Procedure cuthines Bocing™s corporase processes relaied 1o the Inemal
Audii fonction, 2nd complements Procedure-1872 zsbove.

Exhibit 9: Boeing Procedure-3175, “Compliance Assessment Process™ (February
24, 2003), This Procedure idertifies and describes Boeinp's process for assuring
that Boeing hes an effcctive program in place to prevent and detect violations of
laws and regul=nions, including =thics-relaicd lews and regulstions. The Procodure
outlines Jegal =nd regulatory Compliance Risk Areac and idemifics the individuals
responsible for ihe oversight of the risk arcas.

Exhibit 21: Ethics Resource Center Repon (April 2000), This external audit was
conducted by the Ethics Resource Cemer, and reviewed Boeing praciices against
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thres benchmarke: The National Business Ethics Survey, The Ethics Index, and The

Acrospace Index.

Exhibit 22: Carol R. Marshall. Esq. (April 2000). Ms. Marshall’s Review and
Assessment of the Bocing Ethics and Business Conduct Program compared
Boeing's Program and industry standerds for an effective ethics and mmpham:v:
program with the standard anticuleied in “DFARS 209.406-1(a)(1i) for 'appro priate

standards of ethice and integrity [that] are in place and working."™

Exhibit 23: Howrey & Simon Review of the Space and Communicztions Group’s
Eihics and Business Conduct Program (1999). This independent review of Boemg's
Space and Communications Group's Ethics and Business Conduct Frogram was
cenducted in conmection with Boeing's 1996 Administrative Agreement with the Air

Force.
In addition, the revicws by former Senaior Rudman and the ELG (noed above) are

further indicative of Bocing's willingness 1o engage external audits of its policies

and procedures.

roper conduct

(5) Disciplinary action for im

Exhibit 2: Boeing Procedure-3, “Ethics and Business Conduct Program™
{December 20, 2001). In addition 1o setting forth the Program, this Procedure
prescribes that violations of the Company standards of conduci are canse for

approprste disciplinary zclion.

Exhibit 26: Boeing Procedure-1909, “Administration of Employee Comective
Action”™ (November 22, 2002). This Procedure gives an overview of potential
cerrective action (disciplinary) measures and outlines the overall responsibilitics of
operaling organizalions, managers and other organizations in the comecive action

Process.

Exhibit 27: Boeing Procedure-3661, “Managing Emplovee Cerrective Actlon™
(Septernber 10, 1900). Thiz Procedurs documents the requircments and
respensibilities for the manzagement of employee corrective action (as described and
owilined in Procedure-190¢ above), specifically within the Space and
Communications Group.
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FExhibit 25: Ethics Advisors Handbook (Juiv 2002, updaies through June 2003).
This Handbook provides Boeing's Ethics Advisors with a comprehensive guide for

r?ql'f_:_?"— utidcisiending. implememing snd schieving ihe posts ol Busing's wverall eiines
EEEIME propram. 1t owilines detailed procedures for desling with a variety of issues,
including various courses of corrective action to take with respect 1o employee

discipline.

{(6)  Timely reporting 1o appropriate Government
officials of apy suspecied or possible violation
of law in connection with Government contracts
or a0y other irregularities in connection with

cneh contracts

Exhibit 6: Boeing Revised Procedure- 7, “Procurement Imegrity and Restrictions
on Use of Competitor Informatien™ (4ugust &, 2003). This Procedure documents
Company procedures related to ensurmg Company-wide compliance with the
Procuremeni Integrity Acl. Among other things, the Frocedure anlicipates reports
of passible violations of the Act or 7elaed laws 1o the Government. -

Exhibit 28: Boeing Procedure for Voluntary Reporiing of Federal Procurernent
Law Violations (Movember 1998). This Procedure cwtlines Boeing™s procedures,
policy, and criteria for voluntzrily reporting potential viclations of Federal
procurcment lzws 1o the Grovernment.

Exhibi1 25: Ethice Advizors Handbook (Tuly 2002, updaies through Junc 2003).
This Handbook provides Boeing™s Ethics Advisors with a comprehensive guide for
understanding, implementing and achieving the goals of Boeing s overall ethics
program. 1t contemplates the potentizl need to disclose the subject matier of
emplovee inquiries made 1o the Boeing's Ethics Line 10 Boeing's customers.

Exhibit 2¢: Boeing Lawyer's Manwal (revisions of Avgust 31, 2003). Boeing's
Law Department has revised ite Manual 10 implement improved procedures for jts
snvestigations of pessible Procurement Imegrity Act violations, These revised
procedures require notice 1o the Govemment if & pending procurement decision
mighi be affecied.
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{7} Full cooperation with apy Government agencies
responsible for either investigation or corrective

ariinmg

In addition to the policies and procedures listed below, and anached hereto, Bocing
DS has demonsirated its cooperation with the Government specifically pertaining
to the EELV program, by tuming over anomey interview memoranda for
approximately 100 wilness statements 1o attorneys supponing Boeing's June 10,
2003 submizsion 1o the Air Force, &nd by voluntanly signing a six-month exiension
zgrecnent (through June 2004) of the sialvie of limitztions with the Assistant
United States Attorney in connection with the criming] investigation of Boeing
employee conduci relaied to the EELV program.

Furthermore. Boeing IDS agreed 1o 2 four-month exiension of the steime of

limitations with the U.5. Deparimem of Justice regarding the civil investigation of

Boeing employee conduct refated 10 the EELY matter.

Exhibit 30:; Guidance w0 Company Employees for Responding to Governument
Investigative Contects (November 199E). This Guidance, published by the Law
Department. represents Boeing's policy on the presence of counsel during
Government imerviews with Boeing employvees conducled &5 pari of Government

mvesligalions.

Exhibit 28: Boeing Procedure for Volumary Reporuing of Federal Procurement
Law Viplations (Wovember [298). This Procedure outlines Boeing's procedures,
policy, and criteria for voluntarily reponing potential violations of Federal
procurement laws 1o the Govermmenl.

Exhibit 31: Boecing Procedure-5895, Government Examination of Financial
Records of Government Contracis (December 20, 2002). This Procedure recognizes
that the Govermment may examine financial records and data in connection with
Government contracts and establishes that the Company will extend full cooperation

io Government representatives.

Exhibit 32: Boemng Procedure-838. Government — Industry Data Exchange
Program {GIDEP) (May 9, 2000). This Procedure se1s forth Boeing's paricipation
i and responsibiliies regarding GIDEP, 2 Govermmeni-sponscred effon 1o
facilitale the exchange of information, paricularly regarding parts and supplier
obsolescence, smong Governmeni and industry. The Procedure covers cooperation
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In reporting issues with producis and processes and working with specified
Govemmen:t agencics.

g LT
v £ {iai ieet it information anc)jes your requesi. If you have guestions
LTLTLES A AT : 4
1egarding this material, or the antzchments, please do not hesitate 10 contact me.

Sinccr&:]}', %

Sleven W, Horion
Chiel Counsel

EWH ke
Enclosures

cc wiout enclosures:

Mr. George Muellner

Sr. Vice Presidemt, Air Force Svsiems
Integrated Defense Svsiems

Mr, Samuel P. Jenkines
Vice President Ethics and Business Conduoet

Imegrated Defense Sysiems
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MNovember 7, 2003

Steven A. Shaw, Esqg.

Deputy Generzl Counsel
(Contractor Responsibility)
Depaniment of the Air Force
SAF/GCR

4040 North Fairfax Dirive, Suite 204
Arlington, VA 22203

. Re: Boeine Revised Procegures

Dear Mr. Shaw:

As you know, The Boeing Company (“Boeing™) on Ociober 30, 2003 submitied a
leticr and sssocizied exhibits in responze 1o vour request for Boeing’s policies and
procedures relative 1o Comtractor S1andards of Conduct found in the Defense Federal

Acquigition Regulation Supplement § 203.7001.

Boeing noted in iis letier that 1 was in the process of reviewing two of 118 procedures
— Procedure-4, “Proper Marketing Practices,” and Procedure-5, “"Proper Marketing
Praciices-Marketing 1o the U.S. Government.” Those revisions have now been
finalized and the new Procedures 4 and 5 were issued on October 31, 2003, Revised
Procedures 4 and 5 are atiached herelo as Exhibits 33 and 34, respectively (to
continue the exhobil numbering =vsiem in my letier of Ociober 30).

Procedure-4 hes been revised to emphasize the requirement that employees disclose
any previous employment relationship with a Boeing competitor. Specifically, a
provision has been inserted at subsection 2(A)4) that requires all employees
involved in @ marketng or sales campaign who have had a previous employee-
emnployer relaionship within the past two years with a company that is bidding in
competition with Bocing to alert their immediate supervisor to this fact and 1o abide
by 2ll vbligztions of confidentizlly owed 16 the former employer.

Frocedure-5 has been revised to describe the specific procedures that must be
jellowed 10 determine the propriery of receip! andfor vse of propriciary, Governmen!
or compelition-sengitive information. In general, this has been accomplished
throughout Procedure-3 by the insertion of more specific terms clarifying the
individuals covered under thiz Procedure, and directing that the empiovee contact the
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Law Depanmmem, Ethics Office or Contracts and Pricing if there are any doubts
regarding exchange of such information.

If you have any questions regarding this material, please do not hesitate 1o contact

meE.
73 Sincerely, _— _
e = P
BOEING W
,-"(nw_Humn
Chief Counsel
SWH/cmc

CC W0 enclozares:
Mr. Samuel P. Jenkins
Vice Presicemt Ethics and Business Conduct

Integrated Defense Systemns



EXHIBITB
SUMMARY OF ENHANCEMENTS TO ETHICS/COMPLIANCE

POLICIES, PROGRAMS AND PROCEDURES SINCE MAY 1. 2003

Al

MANAGEMENT INVOLVEMENT

E=tablishment of Boeine Office of Internal Governance (“O1G

Esizblishment of 0IG headed by 2 Semior Vice President who will report directly to
Boeing's Chiel Executive Officer and who will have responsibility for Ethics.
Internal Audit, Impont-Export Compliance and the Compliance Assessment Process
and oversight of the Inlernationz] Service Contraciors process, Foreign Sales

Establishment of IDS Compliance Review Board (*CREBE™)

pmpliance essment Team .

Establishrment of CRB, chaired by the IDS President, with membership drawn from
scnjor IDS gencral management and fonetional area heads, which will meet quarterly
10 receive reporis from the CAST and io address ethics/compliance issues brought to
its aneption.

Establishment of the CAST, chaired by the Vice President, IDS Ethics, with
membership drawn from senior represeniatives of [DS's businesses and functional
arexc, which will mest regularly and be responsible for establishing and implementing
robust compliance processes and procedures by, inter alia, revicwing compliance-
related allegations and investigations, gathering and analyzing data and devcloping
strategies and initiatives 10 IMProve processes.

Implementation of foregoing by issuance of new Procedure-6302.

Amendment of new Procedare-6302 10 establish mechanism to ensure prompt
reporting of CRB activities to Boeing™s corporate headonarters and immediate
reporung of maners of concem to the General Counsel and Senior Vice President,
Office of Internal Governance,

Consolidation of E P el and Activilies.

Creation of a consolidated organizational structure under which all Ethics Advisors
report on 2 solid line 10 World Headguarters' Vice President, Office of Ethics &
Business Conduct, who in turn reports 10 the Senjer Vice President, Office of Internal
Govemance.

Consolidation of business unit budgets and incorporation of new headcount
requirements into consolidated budgei.



of ovee Certification.

« Direction from Boeing Chairman 2nd Boang President and Chief Executive Officer
to all manacers that they request each emplovec under their supervision to read the
Boeing Code of Conduct and cxccute an Employes Cemiification confirmung that they
understood and would comply with the Code, with instruction that no employec,

including the Chairman, was cxcmpt from this process.

Enhancement of Ethics Advisors.

v Clumndiueii i0 cohdine hg-icu Catés pportumnues of Tthics Advisom, including
mncrease in the number of Advisers, development of contmuous educalion process,
transition to full-time positions and evaluation of placemem of each Ethics Advisor.

B.
L & E E

R Former & odman_

* Retention of former U.S. Senator Warren B, Rudman, twough Paul, Weiss, Rifland,
Wharton & Gamison LLF, to review Boeing's ethics/compliance policies and
procedures relating to handling of sensitive or confidential competitor information.

s Agreement to implement Rudman reponl recommendations.

Ethi cadershi “ELGT) Review.

» Retention of ELG to conduct 2 revicew of Boeing’s policics and procedures relating to
ethics/compliance penerally.

s Agreemeni to implement ELG report recommendatiops

Additional Review by udman o Hiring of Go 1 Emplo

+ Re-engagement of Senator Rudman to examine Boeing™s policics and procedures for
recruiling, hiring and employment of Government and former Govermment
employees.

o Sec Section T for details regarding implementation of report recommendations.

Fumu ulside Inde view.

* Commutment 1o retzin indcpendest consaltant, acceptable 10 Air Force, between 28-
30 months aficr cifective date of Administrative Agreement, to conduct 2 firther
review of Boeing's ethics’compliznce policies and procodures and report to Air
Force.



A, Law Department Independent Consultant,

e Retention of R. William Jde, III, of McKesna Long & Aldndee LLP and former
President of the Amenican Bar Association, 10 condact =n independent review of Law
Depariment”s investigation policies and procedures.

+ Sce Section H.3 for details regarding retention of Mr. lde and implementation of
report recommendations,

1. rocu ent 1 rimy.

s Revision and enhancement of Procedure-70, Procurement Intcgnty, 10

(1) incorporate requircments for emplovees w comply with specified laws dealing
with protection of Government and third-party informanon,

(1i) specify procedures for seeking advice/review reganding receipt of documents,

{1) strengthen emploves reporting requirements regapding poiental Procurement
Integrity Act (“PIA™) violsnons,

(iv) specify that Law Department will notify approprizte level of business
management of iis investigation of possible PIA violations and their outcome,

(v) include requirement for employee cenification in gualifying proposals that hefshe
received procurcmment intcgrity training, will comply with applicable laws and Boemg
policies 2nd has not assisted 3 Boeing competitor within the last three years on the
same or a directiy-related procurcment, and

{1v) establish procedures to confirm compliance with legal/ethics rules following
completion, and prier to submission, of proposal to Federal Government in a
guzhfving competitive procurement.

+ Coordinated development of an audit plan by vanous Boeing departmeni= 10
peniodically and actively assess the cifectivencss of procuremcnt integrity and
compelitive intelligence-related policies and procedures and crtical
cthics/compliance program attributes.

p 2004 Compliance
¢ Commitment to broaden the procurement miegrity Compliance Risk Arez for the

2004 Compliance Assessment Process beyond PLA to include several additional
specified laws dealing with protection of Government property and third-party

Bal



miormzation — Economic EspronageThedt of Trade Secrets Act, Stealing or
Conversion of Government Property or Records Act. and Uniform Trade Secrets Act.

Marketine Policies and Procedures.

Enhancement of Procedure-4, Proper Markcting Practices, to require emplovees who
previously supporied related procurcment actions of 2 Bosing competitor to preserve
the confidentiality owed (o that company, and to describe proper handling of
documents or information if there is doubt as 1o Bosing's ights 1o that dara.

Revision of Procedare-5, Proper Masketing Practices-Marketing 1o the UD.
Government, to describe the procederes 1o be followed 1o desermine the propriety of
receipt and use of Government, third-party proprietary or competition-scnsitive
mnformarion,

'cle Time for Investications.

Initiate action to coordinate development of recommendations by various Bocing
depariments to reduce time for completion of investigations through identification of
delays in process and potential available additional resources, benchmarking of best
practices, implementstion of process changes, and waining of Ethics Advisors,

Ethi ne,

Increase transparency and communications regarding Ethics Line by creating a link
from Ethics web page 10 provide additions] information abowt Ethics Line, inchoding
more detajled explanation of Ethics Line (how it works, Jocation(s), hours of
availability, and other characteristics) such as confidentiality and anonymmty of Line.

Add an anonymous porial to the Etlies web page so that issues can be raised by
anomyInols c-mail.
D.
T ING
ecommi D=
Held an Ethics Recommitment Day znd associated training scssions on July 30, 2003,

for 70,000 IDS employees with presentations and other involvement by senior
management.

Boeing commitment 10 hold similar Company-wide cvents in 2004 and, thereafier,
evaluale the need for and content/format of future events.

IDS commitment 1o hold similar event on annual basis.

Orther Ethics Recommitment Days held or to be held by following Bosing entitics:



— Boeing Worié Headquarters (Ociober 27, 2003)
- Conncxion by Bocing (November 2, 2003)

— Air Traffic Management (December 9, 2003 (Bellevue, WA) and December 11,
2003 (McLean. VA))

— Boeing Commeycial Aircraft (March 29 — April 30, 2004)
— Inmtegrated Defense Systems (Tuns 14-18, 2004)

— Boeing Capitzl Corporation; Connexion by Bocing, Air Traffic Management,
World Headguaners (September-Octiober 2004)

L Boging L hip Center (“BL

* Ongoing review and revision of curriculum of the core Jeadership programs at BLC to
srengthen their existing ethics content, such review 10 encompass the following,
among other thimes:

— audit all BLC core curriculum for cthics and compliance content,
—  provide subject maticr expertis= 10 develop additional ethics and compliance
b ] ]— E I 1 j w "

— develop integrated ethics and compliance learmning cxperiences across the
curriculum, emphasizing compliance and culere change,

-~ include suppon of dedicated Ethics Advisor in training al BLC, and
L
- include case smdies and “real world™ examples of cihics issves, inclnding issues
raised by Evolved Expendable Launch Vehicle ("EELV™) and Exosimospheric
Kill Vehicle ("ERV™) incidents.

8 Team Training.

e Develop training for competitive 2ssessment and capture tzams 10 ensure they receive
at Jeast the same training regarding procurement infegnity as proposal tesms.

4. Revision of Training Materials,
¢ Ongoing revisions of training materials and procedures in several respects, incloding:

(i) to reemphasize requirement that emplovees report all potential violations to the
Law Department or Ethics Office,

(1) 10 clearly delineate requirements imposed by Economic Espionage/Thefl of Trade
Secrets Act, Siczling or Conversion of Gevernment Property or Records Act, and



Uniform Trade Secrets Act, and other portment statutes, rezulations and company
policies and procedures,

(ii1) 1o cover additiona) requirements contiained in Department of Defense regu]al.mns
addressing relcase of procurement-related information,

{iv) 10 provide more customized, nsk-bascd component 1o raiming,
{¥) o cmphasize group discussion rather than mdividual on-hne traimng. and

{vi} 10 mvolve brsinecss umit leaders and Eihics executives n identifyving ~real world™
business issucs and m leading the vaining.

S “thical s Con uidelines.

o Revise Ethics and Business Conduect Guidelines, distribute to all emplovees, and
mnclude as part of raining.
. Apouszl rement In itv T
o Anmually emphasize Procuremen: Integrity Training, including “real world™ examples

and consequences. Procedurc-70 requires annual training for employees imvolved in
compelilive Government sales.

E.
SPECIAL COMPLIANCE OFFICER

1. Special C iance Officer (“SCO

= Appointment of SCO 10 assess Boeing s implementation of the measures m the
Admmistrative Agreemeni and report to Air Force, with following key characteristics
mcluded in the SC0"s charter:

— appointment subject to Air Force approval,

— temm of service (o coincide with duration of Agreement,

— prohibition against current or former cmployment with Boeing, current personal
or financial conflicts of interest with Boeing and any personal involvement in a
business rel=tionship with Boeing in the lest three vears,

— prohibition on Bocing conployment or retention of SCO dunng and for 2 period of
three years afier expiration of term of appomtment,

— responsibility 1o certify Boeing's compliance with Boemg procedures for
Government competitive propoesals in excess of $500 million, or provide report
describing any noncompliance,
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responsibility to review and repon on Boemg's sigmficant internal mvestigations
and disclosures 1o third parties,

- Tesponsibility io momtor and assess Boemng's comphiznce with Agre=ment i0
ensure performance in timely and satisfactory manner,

- authonty to retsin and usc, at Bosing™s cxpense, professional and admimistrative
staff reasonably necessary to fulfill responsibilitics,

- access to IDS personnel, books 2nd records relzted to compliance with
Agreement, &nd

- reports on Boeing compliance to Air Force al designated period afier date of
Agreement and before expiration of Agreement, and reports on significant issues
or mcidents 1o Boemg management and Awr Force.

F.
HIRING AND EM MENT MEASU

Hirin ‘ment Policies an ur
+ Revision 10 policies and procedures applicable to hiring and employment by:

(1) putling each new hire on notice in offer letter that he/she must not bong
proprictary documents or information to Bocing and that employment offer is
conditioned on offcree cortifying in writng that he'she does nol improperly posscss
confidential or proprietary informanon,

(1) requinng cach new employee, as a condition of hire. 1o certify that he/she (a) does
DOl posscss any propriciary documents of other compamnses, (b) will not ancmpt to
obtain mformation from other companics except in comphance with law and Boeing
procedures and (c) will nol obtain or reveal any other company's proprietary
mformation while 2 Bocing coplovee,

(1ii) implementing z revised training module that includes a video message from
Bocing's executive management emphasizing the Company’s commitment to ethics,
and

(iv) preparing a revised Intellectual Property and Confidentiality Agreement that
specifically prohibits possession or use of third-party information.

» Revision of standard consultant agreement and relzied Procedure-13, Consultants
Agreements, 1o subject consultanis o same ethics/compliance requiremnents as Boeing

employecs and 1o include procurcment miegnity training.

» Require consuhtans 1o sign a confiict of imtercst form and agree to comply with
Boeing Ethics and Business Conduct Guidelines.



Revision to Procedure-91, Utilization of Contract Lebor and Industry Assist
Personnel, 10 make clear the ethics/compliance reguirements by requiring such labor
to sign Boeing’s conflict of intercst guestionnaire, non-cmplayee Code of Conduct,
non-employee Ethics acknowledgement form, and view the video message from

management.

Dievelopment of line management and employee skills to encourage the congruence
of behavior with company values by analyzing appropriate data inputs.

Former Competitor Emplovees,

In-Person Counseling of New Emplovees.

Commitment 1o ceordinate implementation of a method to “track™ new cmployees
who worked for 2 competitor within the past three vears 1o ensure that employec 15
not placed in a position that could create an appearance of impropriety, by, for
example,

placing new hire applicant employment history online before offer is made,

~ modifying appropriate dalabase 1o allow access to such information by
appropriate manapers,

— requipng that managers review history before placing employee in new position.

Development of new Procedure-6383, Hiring and Assigning Individuals Previously
Employed by & Competitor-Conflict of Interest, to prohibiz assignment of personnel
(employees, coniract labor and consultants) to qualifying proposal teame if, within the
past three vears, the persons worked for another company and supported preparation
of a proposal in competiticon with Boeing that covers the same or a directly-related

procurement.

Erthancement of new employee orientation by appropriate individual (e.g., Ethics
Advisor or Orientation Specialist) to emphasize laws apd Company policies
coverning the unauthorized possession and/or use of competilion sensitive/proprietary
documents or trade secrets of other companics, including new employee certifications
of compliance.

Monitoring of Emplovees Who Report Ethies Concerns.

« Commitment to develop processes and procedures for monitoring and addressing

retaliation concerns of employees who report significant violations as outlined in
Procedure-6419.



e Review of cmplovee exit procodures and mclusion of ethics/compliance guestion(s)
and written reminder to exiting Boeing employes of obligation not to take or use
proprietary Boeing or other Company information.

* Agreement not to establish or use competilive assessment leams as part of the process
of developing proposals for sale of Delta IV launch services 10 the United States

Govermnment in competitive procurcmenis;

e Agrcoment to isolate participants in preparing new proposals for launch services 1o be
sold to the Government from EELV ILS contract Buy I proposal tcam members and
competitive assessment leam members and from individeals who were exposed to

competilive assessment dala prepared by certain individuals;

= Agrerment to keep anyonce who worked on the Buy I proposal or who was exposed to
ceriam competitive 2ssessment data from participating (directly or indirectly) in
preparing competitive proposzals to the United States Government for lammch services
unless a waiver is provided by the Government customsr;

= Agresment to isolstc emplovees working on competitive proposals for the sale of
launch scrvices w0 the Uniled States Government from 2nv competitive assessment
information generated by the Buy | proposal team;

+ Agreement to provide addilional procurement integrity training to employees working
on competitive proposals (o the United States Government for launch services; and

=  Agreement to prolobit anyone who worked at Lockheed Martin Corporation on the
Atlas Program from working on competitive proposals 10 the United States
Government for launch services for a period of three vears after that person ceascd
working on the Atlas Program.

H.
W DEPARTMENT MEASURES

% Law Department “Stand-down.”™

« Held Law Depaniment “Stand-down™ on October 1, 2003 for all Depariment atlorneys
and paralegals to train them on new P1A investigation procedures, review “Jessons
lesmed” from EELV and EKV incidenis and discuss ways lo modify Deparment
procedures firther 10 support more cffectively the ethacs/compliance program.



1. Law Department Investization Procedures.
» Revision and enhancement of Law Department procedures for investigation of
zlicped PIA violations, incjudine placement of key responsibility for investigative
zctivities I semior kevel of General Counsel’s Office

» Revision and implementation of procedures, substantially similar 10 those for alleged
PI1A violations, for all other Law Department inlernal investigations.

i aw D ment Independ (7 tant.

* Retention of . Wilkizm lde, 111, of McKenna lLong & Aldridge LLP and former
President of the American Bar Association, 10 condect an independent review of Law
Department s internal mvestigation policies and procedures.

* Agreement to implement Ide report recommendations, including

(i) adoption of Company-wide requirement thas sll alleped
sigmfican: violalions be forwarded 1o the Lew Department for

(ii) creation of position of “Investigation Counsel™ with
responsibility for investigation of such alleged vielations,

(i) adoption of single, Law Department investizztion proccdure,
and

(v} creztion of system for racking st=tus of mvesogations and
periodic review of investigation proCess.

L
HIRING OF FO R GOVERNMENT EM YE

1. Re-copagement of Senator Rudman to Review
Bocing Hiring of Government Emplovees.

s Review by Senator Rudman of Boeing policies and practices concerning the
recruiling, hiring and employment of Government and former Government

employees.

¢ Agrcement @0 implement Rudmezn recommendations. through issuance and/ior
revision of procedures, as appropriste, incinding

(i) centralized oversight and momnitoring of the recruitment and
hiring of Government and former Government employecs,

() enhancements 1o hinng process for such emplovees to ensure
timcly complcion of appropriate documentation and reviews,

10



{ﬁjmmqmrmm;mdm
Govemment employess,

{iv) adoption of procedures to subject international hires 1o conflict
of interest revicw, including application of relevant foreign
law and practice, and

(v) enhancements to training with respect to hiring of such
Government znd former Government employe=s and foreign

governmen! employees.

11
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SUMMARY OF BOEING LEADERSHIP CENTER
RE CO E ISIONS TO DATE

Pursuant 1o Boeing's ongoing review of the curriculum of its core lcadership programs at
the Boeing Leadership Center ("BLC"), Boeing has reviscd the courses (o enhance their ethics
copteni. This exiibil summarizes the revisions made to the BLC core programs to date.

Bocing has developed cotain hacie slameonte that are heine incomnrated into each of the

T Fadin

Programs:
(1) Boeing's ethics policics and principles,
(1) the responsibiliies =d expecied behzvior of Boeing managers in relation 1o such
principles,
(ii1) values-based decision making drawing vpon Boeing's ethics principles,
(iv) the imporiance of 2 culture of cpeaness in resolving ethical issucs,
(v) the epplication of Boeing's ethics principles through real-world cxamples, and

(vi) the responsibility of managers to carry Boeing’s ethics principles back to their
busincss uniis.

The BLC program revisions are continually evolving as the program leaders exercise
their professional judgment about what is cffective in each class and receive feedback from the
various class attendees. In addition to the basic elements described above, Boeing has made the
fallowing enhancements to the respeclive core programs.

s Transtion to Management:
~ Leadership video,
- guestions on ethical considerations in decision making,
- real-world exercises addressing proper use of Company resources, proper labor

charging, honesty and applicable laws and regulations, and
- addition of ethical procedures and policies 1o web chat room library.

= Firsi-Line Leadership:
— Leadership video
- module on holding “critical conversation,”
- discussion of ethicz] situations and manager responsibilitics,
- guestions on cthicsl considerations in decision making, and
~ session with Senior Ethics Advisor.



+ Leading from the Middle:

— Leadershop video,

— cthics module designed 10 address cilocal ramifications of certam
decisions zchons,

— discussion of ethics module focusing on real-world cthical issucs, and

- session with Senior Ethics Advisor,

» Strategic Leadership Seminar:

| LT B Y |
i | R e

— guestions concerning values-based decision making.
« Boeing Executive Program 1:

~ Leadership video,

— & segment on “Ethics in the News,"”

— culture of openness worksheet,

— values-based decrsion makme workshaet,

— guestions by team cthics officer during business simulation exercises,
— questions on ctincal considerations in decision makang,

~ modification of vignettes to use real-world Boeing examples,

— increased discussion of such real-world examples, and

— change in format from presentation to conversation/dialogue.

s Boemng Exccutive Program 2:

— Leadership video,

— questions on ethical considerations in decision making,

- modification of dialogue sessions to include ethical/values-based situations,

—  modification of format of ethics module presented by Ethics Executive 1o be
conversatonal, and

— focus on values-based decision making in |eadership situations.

As poted above, 2 Leadership video is 2 consistent cloament of the course revisions. The
video features the Chief Executive Officer and Non-Executive Chairman who convey a message
to all levels of Bocing leaders regarding the expectations and responsibilities for proper ethical
conduct, the necessity to conform behavior to comply with Company values, the value of
engaging colleagucs in open conversations zbout clhics and expected conduct, and the
requiremneni 1o acl with integrity.
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EXHIBIT I-1

Delta Program
PROPOSAL TEAM FIREWALL REQUIREMENTS PROCEDURE

Purpose

To avoid even the potential appearance of any risk to the integrity of the

government procurement process, Boeing has committed fo cerain restrictions in
the preparation of compelilive proposals on the Delta Program. These provisions

(a) not to establish or use competitive assessmenl teams as part of the

process of developing proposals for sale of Defta IV launch services to the

United States government in competitive procurements;

(b) to isolate paricipants in preparing new proposals for launch services to
be sold to the government from EELV ILS contract Buy | proposal ieam

members and competitive assessment team members and from

individuals who were exposed to competitive assessment dats prepared

by cerlain individuals;

(c} to keep anyone who worked on the Buy | proposal or who was
exposed to ceriain competitive assessment data from participaling
(directly or indireclly) in preparing competitive proposals to the United

States government for launch sendces unless a walver is provided by the

U.5. govermment customer;

(d} lo isolate employees working on competitive proposals for the sale of

launch services to the United States government from any competitive
assessment information generated by the Buy | proposal team;

(e) to pravide additional procurement integrity training to employees
warking on competitive proposals to the United Siates government for
launch services; and

(f} to prohibit anyone who worked at Lockheed Marin on the Atlas
Frogram from working on competilive proposals to the United States

government for launch services for a period of 3 years after that person

ceased working on the Atlas Program.
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a0

Scope and Limitations of General Applicability

21

23

2.4

25

This Procedure is applicable to all Boeing employees and consultants
assigned to Delta compelitive proposals, either on a full-time basis or on a
pari-time or Interdivisional Work Authorization basis.

No Della Program employee or consultant will conduct any Competitive
Assessment Activily (as defined in section 3.3) related to a Proposal for a
Delta IV launch 1o the United Siates Air Force.

The Delta Program will bid all Competitive Procurement sales io the
United Siates government of launch services and launch hardware solely
on the basis of Boeing's estimaie of the cost for perdlorming the service ar
providing the hardware, plus a reasonable profit. Boeing will make its cost
and pricing data available to the Uniled Siates government customer upon
request to verify that the prices were developed on this basis. This
requirement will be followed in bids for cost reimbursemeant, firm fixed
price and all other types of contracls.

All employees assigned lo the Delta Program are prohibited from
knowingly possessing any data containing estimates of Atlas lsunch
service or launch vehicle coslts or prices unless (i) such data is conlained
m a document that is in the public domain, (ii) such data is contained in a
document that is not in the public domain and the document was prepared
by a Boeing employee after April 1, 2004; or (iii) the data was provided
directly by Lockheed Martin under a proprietary information agreement far
use on a specific program such as Orbital Space Plane.

Any effort to identify the prices or costs of launch services using an Atlas
rocket will be based solely on publicly availzble data.

Definitions

3.1

32

"Buy | Participanis” means anycne: (a) who participated to any degree in
preparation of the EELV ILS coniract Buy | proposal, or (b) who
participated in the EELV ILS contract Buy | competitive assessment team
or otherwise supporied that efforl

“Buy | Proposal Information”™ means any data or information that was
generated by, or oblained from outside sources by, a Buy | Participant in
suppart of the Buy | proposal or the Buy | competitive assessment team.

The EELV contract and its various attachments are not Buy | Proposal

Information. Documents in the public domain are not Buy | Proposal
Information, even if they were used in the Buy | proposal effort.



33

34

3.5

36

3.7

3.8

P e . VERETmE T = e

“Compelitive Assessment Activity” means any effort conducted in order to
win a speciiic Proposal that involves estimation of the prices or other
spedific sirategies or technical approaches that Lockheed Mariin might
use in preparing its proposal in a Compeitive Procurement. Development
of market forecasts that are undertaken to determine the Delia manifest
and which include estimation of the comparative costs and prices of
different launch service providers is not Competitive Assessment Activity.

*Competitive Procurement™ means a solicitation by a United States
government customer of bids for one or more Uella expencabile launch
services conducted using compedition under FAR Part 6. Sole source
procurements from Delta are nol Competitive Procurements. Requests by
customers for rough order of magnitude estimales are not Compelitive
Procurements. Inlerdivisional Work Authorization bids or estimates
submitted to other business units within Boeing are not Compefitive
Procuremenis.

“Execulives” shall mean managers of Boeing who were not Buy |
Participants, who are not Proscribed Persons and who have not worked at
Lockheed Martin Corporation on the Atlas Program Iin the three years
preceding formation of the New Proposal Team, whose job responsibilities
require that they review some or all of the New Proposal Information.

"New Proposal Eflorf” means activilty specifically and solely underiaken for
the purpose of preparing for and completing the creation of a Proposal (as
defined below). This includes development of the themes and approaches
o meeting customer requirements and concems that will be included in
the Proposal. New Proposal Effort starts when the Proposal Team is
formed, even i it is prior 10 release of a request for proposal. New
Proposal Effort also includes activity foliowing submitial of a Proposal
such as answering questions related o the Proposal and negatiation of
contract terms. New Proposal Effort ceases when a contract is awarded
for the Competitive Procurement. New Proposal Effort does not include
business development or marketing efiorts to persuade customers of the
value of a Delta expendable lzunch service, efforts to obtain government
approval for additional expendable launch service procuremenis or
discussions with government cfficials about how requests for proposal
should be structured,

“New Proposzl Information™ means any data generated by any New
Proposal Team Member as part of the New Proposal Effort that has not
been released 1o the public.

“New Proposzal Team Members™ shall mean those Boeing employees and
consultants who participate in any New Proposal Effort.
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2.0

3.9

3.10

‘Proposal® means a written offer submitted by the Delta Program for to a
United States Government customer for the sale of an expendable launch
service to that customer, submitied in a Competitive Procurement (defined
above).

“Proscribed Persons™ means individuals on a list maintained by the Law
Department who were determined by the Law Department to have had
exposure to cerain information related to the cost or price of an Atlas
launch vehicle or Atlas launch service, such that their disqualification from
working on New Proposal Efior is justified in order io prevent any
appearance of impropriety. The list of Proscribed Persons will be provided
lo the New Proposal Team as part of the training in the firewall procedure,
This list is revised regularly by the Law Depariment.

Duration of Firewall Restriction

The document entitled Delta IV Buy 11l Proposal Firewall Plan is cancelled. This
procedure is effeclive as of April 1, 2004 and will continue until further notice,

Requirements

5.1

2.2

2.3

5.4

A Buy | Participant and a Proscribed Person may not work on a New
Proposal Effort, unless the government custemer approves that person's
paricipation. An approval by a cuslomer for participation in ong New
Propasal Effort will allow that person to work on other Competitive
Procuremnents for that customer, but a Competitive Procurement by a
different customer would require separate approval (e.g., approval by the
Air Force to work on a Competitive Procurement would not constitute
appraval to work on a NASA Competitive Procurement).

New Proposal Team Members will not knowingly use any Buy | Proposal
Information in performing the Mew Proposal Effort. New Proposal Team
IMembers will not use, seek or aceapt data or information in support of
writing the New Proposal Effort unless they have a reasonable basis for
believing that the data or information is not Buy | Proposal Information.

Mew Proposal Team Members will cerify that they are in compliance with
section 2.4.

No Mew Proposal Team Member will share any New Proposal Information
wilh anyone other than another New Proposal Team Member, an
Executive or the government. The list of current and past New Proposal
Team Members will be maintzined by the Proposal Manager.

dk



55 Anydocument crealed by 2 New Proposal Team Member that contains
New Proposal Information will be labeled on each page with the following

legend:

DELTA PROFOSAL DATA
BOEING PROPRIETARY
COMPETITION SENSITIVE
FOR RELEASE ONLY TO AUTHORIZED PERSONS

5.0 New Proposal Team Meinbets will nol knowingly cuniaut any Buy |
Parlicipant or any Proscribed Person for assistance in preparing the
Proposal.

5.7 Employees who worked for Lockheed Martin on the Atlas Program
subsequent to three years prior to formation of the New Proposal Team
will not participate in the New Propasal Effort.

5.8 Al New Proposal Team Members will sign the ceriificate attached hereto
as Attachment | before starting 10 work on the New Proposal Efior.

59 Each New Proposal Team Member will receive procurement integrity
training prior o starting work on the New Proposal Effort.

5.10 AN New Proposal Information will b2 maintained on servers to which only
New Proposzl Team Members have access. New Proposal Team
Members will keep New Proposal Information that is in hard copy format
locked up when il is not being used. In addition, GENISYS will not be
used for the transfer of New Proposal Information.

5.11 New Proposal information may be sent among New Proposal Team
Members by emall, provided that the email is properly labeled {see section

5.5) and encrypled.

5.12 Each New Proposal Team Member will, at the lime when he or she leaves
the New Proposal Team, sign 2 ceriificafion in the form of Attachment Il

s
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ATTACHMENT |
[NAME OF PROPOSAL] TEAM MEMBER'S ENTRY CERTIFICATION FORM

I have read and undersiand the Delta Program Proposal Team Firewall Requirements
Procedure. | confirm my commitment to comply with the requirements of that
Procedure.

| understand that | must keep Proposal Information confidential and that | may not
share any Proposal Information with anyone other than those persons authorized
by the terms of the Procedure. | further understand that | will not knowingly use, seek,
or accepi buy | Froposai iniormaiion in conducting any roposai Cliori

| understand that if | have any questions or uncertainties regarding the meaning or
application of the Firewall Procedure, | shall obtein clarification, guidance, or direction
from Peter Sloane of the Boeing Law Department (phone 826-4350).

| certify that | was not 2 Buy | Parficipant, 2s defined in the Procedure, or that if | was a
Buy | Parlicipant, my participation in the Buy | proposal effort was limited to the following
activities:

| certify that | have not worked for Lockheed Mariin Carporation or any of its affiliates
{as an employee or consultant) on the Allas Program during the three years prior to
[insert date proposal team is formed].

| ceriify thal, to the best of my knowledge, | have no documents or informafion n my
possession (including on any computer) that identifies any cost or price estimate related
to any Atlas launch service or launch vehicle, other than (i) documents that are in the
public domain, (ii) documents that are not in the public domain but were prepared by a
Boeing employee after April 1, 2004; or (jii) data provided directly by Lockhead Martin
under a proprietary informztion agreement for use on a speciiic program such as Orbital
Space Plane.

| cerlify that | have received the special procurement integrity training course designed
for Delta new proposal activilies, and have received training in the Firewall Procedure
requirements.

Signature:
Printed Name:

Date:




ATTACHMENT Il
NEW PROPOSAL TEAM MEMEER’'S EXIT CERTIFICATION FORM

| confirm that | complied with the requirements of the Delta Program Proposal Team
Firewzll Requirements Procedure while | was working on the Praposal Team.
I certity that | complied with all requirements of the Procurement Integrity Act while | was
working on the Proposal. | cerify that | know of no vialations of either the Firewall

Procedure or the Procurement Integrity Act related to the Proposal, other than any
matiers that | have already disclosed ta Ethics or the | aw Deparlment,

(RE

In pariicular, | certify that, to the best of my knowledge, 1 did not recejve any Euy |
Proposal Information or data proscribed by secfion 2.4 of the Firewall Procedure while |

was working on the Proposal.

| undersiand that | must keep New Proposal Information confidential even afier | have
ceased supporting that effort.

Signature:

Printed Name:

Date:

=



EXHIBIT E-2

I, George Mueliner, ceriify that | am Senior Vice President of Air Force Syslems, a
business unil of Integrated Defense Sysiems in The Boeing Company (*Boeing”). |
further cerlify that, to the best of my knowledpe, Boeing has used best efioris o collect
Aflas launch =ervice znd vehicle cost and price information (excluding documents in the
public domain or provided by Lockheed Mariin under 2 contracival arrancement) and to
destroy this information or secure it under control of the Law Department. | make this

cerlification on the base of the following actions:

Eeginning in Fall 2002, the Law Depariment ensured that the Branch
documents previpusly vuliected wers gathered and secured. Copies of these

documents are available only for investigation and litigation purposes.

Eeginning in May 2003, Matl Jew's off-site illes were secured. Since April
2004, all of Mr. Jew's fles and hard drive have been secured and are
available only for investigation and litigalion purposes.

In June 2003, ten employees were found to have received copies of Richard
Hora's Atlas V analyses. These employees confirmed they either no longer
had copies of the Hora (or derivative Jew) eslimates, or they provided such
estimales to the Law Depariment. Boeing will secure the files of any other
employees jound 1o have received Hora's analyses and, subject to U.S.
Atlomey concurrence, electronic copies of such files will be deleied from their
hard drives.

Matt Jew revised an Allas V cost estimate based on the Hora data. A
spreadsheet file conlaining Jew's revised Atlas V cost estimale had been
posted on the BLS server. In June 2003, that spreadsheet file was removed

from the server.

Inactive MLV Il contracts and proposal file= and files belonging to two former
Deita engineers, identified and collected during the MLV Il and Jew
invesligations, will be secured.

Off-site ELS Systems Cost Analysis files have been collected and secured by
the Law Depariment.

On July 30, 2003, Boeing conducied a training session for all employees
regarding proper use of third-parly proprietary data. This was followed by 2
Law Depariment "stand down™ on Oclober 1, 2003, which focused on new
invesligation procedures and lessons learned from previous investigations.

Beginning in September 2003, more than 250 employees who had worked on
the Della program cerified that they did not possess {or had provided lo the
Law Depariment) Lockheed Mariin EELYV documents or competitive
assessmenis of Lockheed Martin's EELV program.



+ Begnning in February 2004, over Z 400 employees (including both current
and former Della personnel) centified that they searched for and provided the
Law Departmeni copies of Lockheed Mariin EELV documents and documents
containing Lockheed Martin EELV information (whether or not they contained
restrictive legends). Where employees provided copies of electronic files
confaining Atlas launch service or vehicle cost or price information (excluding
documents in the public domain or provided by Lockheed Mariin under a
conlractuzl arrangement), those files will be secured and deleted from these
employees’ computers, provided thal the U.S. Attorney’s office and the Court

heed Mariin Co _ The Boeinag Company et al., No. 6:03-CV-796-

ORL-28-KRS (M.D. Fla.) approve |he deletion.

» Owver 3,000 Expendable Launch System empioyees have been asked 1o
cerlify that they do not have any documenits (whether electronic or not) that
contain Aflzs launch service or vehicle cost or price information (excluding
documents in the public domain or provided by Lockheed Martin under 2
contractual arrangement). Responses from employees are being processed.
Those employees that have such documents in hard copy format will lum
them over lo the Law Deparnment; documents in eleclronic format will be
secured and deleled from these employees’ computers provided that the U.S.

Attorney’s office and the Court in Lockheed Martin Corp. v. The Boeing
Company et al., No. 6:03-CV-786-0RL-28-KRS (M.D. Fla.) approve the

delketion.
Dunng the farst three months of 2004, all Boeing employees signed an
employee Code of Conduct cerdification stating (among other things) that they

would adhere 1o all restrictions on use of third party proprietary data and
comply with all applicable laws, rules and regulations.

in December 2003 and January 2008, more than 60 Delta Buy lll personnel
cerlified that they will not knowingly use Buy | proposal information or any
competitive assessment information.

The Delta Program will implement the firewall procedure for future competitive
procurements that is an Exhibit to the Administralive Agreement.

| further certify that the Boeing Law Depariment will destroy all copies of Atlas launch
service and vehicle cost and price information (excluding documents in the public
domain of provided by Lockheed Martin under a contractual amangement) upon
completion of the EELV civil and cnmingl iigation; provided that the Law Depanment
will preserve one copy of each document for the Law Department archives.

Wﬁ%@

George Muellner

%@Z&ﬁﬁ%
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EXHIBITF

STA NT OF WORK

This Staternent of Werk (“SOW™) establishes the effort 10 be undertaken by
BearingPoint, Inc. (“BearingPoint™) in providing 1o The Bocing Company (“Boeing™) the
Special Compliance Officer (“SCO™) services required by the Interim Administrative Agreement
between Boeing and the U.S. Air Force (“Agreement”™) (“SCO Engagement™). BearingFoint will
provide the services of George T. Babbitt as the SCO and associated support personne] with high
integrity, broad experience in ethics and government contracting, and the required professionzl
skills to successfully manzage this undertaking given the size and complexity of Boeing. Unless
otherwise direcied by the Air Force in the Agreemeni, BearingPoint will provide Boeing with
reasonably available information generated i the performance of its SCO responsibilities that
Boemg may require 1o comply with it reporting requircments under the Agreement
1.0 General Scope

The SCO will be responsible for monitoring and assessing Boeing's compliance wilh the
Agrecment 10 cosure that Bocing performs its obligations in 2 timely end satisfactory manner,
2nd 1o perform the other dutics as described in the Agreement. The dutics of the SCO will
include:

1.1  Developing 2 Compliance Monitoring Plan (in coordination with Bocing and
subject 1o concurrence of the Air Foree);

1.2  Detlermining if Boeing has adequste controls in place to provide rezsonable
assurance that it is conforming and adbering to the requircments of the
Agreement;

1.3 Venfying that adequate training is being accomplished to ensure that Boeing

cmployees are knowledgeable of their ethics/compliance obligations. Special
aticntion will focus on training related to the trestment of competitive information

and contacts with povermment officzls;



1.4  Assessing the involvement of Boeing management in ethics/comphance activitics,
including Bosing intemal investigations;

1.5 Cenifying 1o the Air Force Boeing's compliance with its proposal preparation
policies and procedures (including the restrctions set forth in Exh. E-1 to the
Agreement) for U.S. Government competitive proposals in excess of $500M and
for all Bosing proposals in U.S. Government “competitive procurcments™ (a5
defined in Exh. E-1) for launch vehicles or launch services regardless of amount,
or providing z repont describing any nencompliance;

1.6 Revicwine Bosing Eihics Line and Etkics Advisor acovity,

1.7  Verifving that Bocing is compiling and submitting the required reporns in a
timely manmet,;

1.8 Reviewing non-privileged reports of significant internal investigations, or nan-
privileged portions of the files of such investigations, to verify the involvement
of Boeing management and the Boeing Office of Inmternal Governance (“01G™)
and the suificiency of disclosures to customers and other third parties; and

19  Ensuring that Bosing is conducting adequate audit 2nd follow-up activitics o
ensure corsphiance with the Agreement

The terms “certify,” “ensure” or “verify”™ as uscd in this Agreement do not imply any
guarantee or warranty by BearingPoint of Boeing’s compliance stams. The SCO will reasonably
confirm the extent of comphance with applicable policics and procedures, including oral or
wrificn assurances from Boang management.

2.0  Eneasement Staffing

BeanmgPoint will staff and utilize for the entire SCO Engagemenl a core program
management group. This will consist of a full ume PMI certified Project Management
Professionzl serving as Program Manager with at Jeast two full time Task Leads.

30  Kecv Personnel

The BearingPoint key personnel Mentified in this Ardcle 3 (Kcy Personnel) are essential

for the successful accomplishment of the work to be performed under this SCO Engzgement.

BearingPoint agrees that sech personnel shall not be removed from this Engagement or replaced



without the prior wrillen conssnt of Boeing and of the Air Force. Such consent shall not bé

unreasonzably withheld or delayed.

3.1 Duoalifications. Restriclions and Authority

3.1.1 Omalifications and Restrictions

The Key Personnel will be knowledgeable of povernment contracting and system
acquisition and have familiarity with ethics and compliance programs of large orgamizations.
They will net be current or former employees of Boeing, have no current personal or financial
conflicts of interest with Boeing, and not have been personally invelved in a business
relationship with Boeing within the past three vears. Boeing will not employ or retzin the
services of the Key Personne] during and for 2 period of three vears after the expiration of the
lerm of the appointment. These restrictions will not preclude BearingPoint from representing or
entenng into a business relationship with Boeing on a matter that i vnrelated to, and that does
not present a conflicl of interest with, the Key Personnel’s compliance monitoring
responsibilities, unless the SCO or other Key Personnel shares in the revenues derived from
Boeing by BearingPoint from any such matter(s) beyond normal pay and benefiis as a
BearingPoint employee.

3.1.2 Authority

In aceordance with the Compliance Monitoring Flan, the SC0 will have authority to
rctain and use, al the expense of Boeing, such professional and administrative staff as are
reasonably necessary to carry oul the responsibilities of the appointment. The SCO shall be
entitled to rely upon the opinions, conclusions or reporls such professional mnd administrative
staff received in good faith in respect of martters related to this Agresment. The SCO will have

authonty and responsibility to report, as appropriate, any recommendzations re garding

Lid



improvements to the Agresmeni and the Boeing remedial measures specified therein, and any
issues, problems, or diszgrecments concerning compliance to the Senior Vice President of
Boeing's Office of Internal Governance, and 1o the Air Force Deputy General Counsel
{Comtractor Responsibility).
3.1.3 Smocession

if because of unanticipated circumstances the BearingPoim SCO is unabie w serve for
the duration of the tcrm of the appointment, Bocing will select 2nd appoint 2 new SCO, not
cmploved by Boeing, whose selection and appointment will zlse be subject to the gualifications
and restrictions set forth herein, and the concurrence of the Air Force Deputy General Counsel
(Contracior Responsibilityl. Such new SCO may or may not be from BearingPoint. If the SCO
has served for a period of 2ll but six months or less of the appointment and has provided the final
independent SCO report per Section 4.2.2 below, but is no longer able to serve, Bocing may
appoint a person cmployed by Bocing, subject 10 the concurrence of the Air Force Deputy
General Counse] (Contractor Responsibility), to serve as SCO for the remainder of the term.
Any employes s0 appointed will not be subject (o the restrictions stated above. The term of any
successor, and the remainder of the term of the SCO, will commence on the date of that person's
appointment.

3.1.4 Appointment

BearimgPoint’s Dircctor, Acrospace & Defenss Operations, General George T. Babbitt
(USAF Retired), will serve as SCO and perform all of the duties of the SCO required by the
Agreement and this SOW, as summarized in Section 3.6 below.,

32 Program Director

Philip Freederberg, Managing Director, BearingPoint, will serve as Program Director for
the SCO Engagement and will perform the responsibilitics summarized in Section 3.6 below.



33 Program Manager

Trevor Bender will serve as Program Manager for the SCO Engagement znd will perform
the responsibilitics summarized in Scction 3.6 below. The BearingPoint Program Manager will
be co-located with the Boeing OIG Program Manager and work closely with the OIG Program
Manager to ensure that BearingPoint performs the SCO responsibilities in an effective and cost
efficient manner.

34 Expert Task Leads
Julic Moore and Michael Johnson will serve as Task Leads and perform the

responsibilities summarized m Section 3.6 below.

35  Team Advisors E owledee

William Keating, Managing Dircctor, BearingPoinl; Frank Beatty, Senior Manager,
BearingPoini; and William Krafi, Senior Manager, BearingPoint, will serve as Team Advisors
with Expert Knowledge and perform the responsibilities summarized m Scction 3.6 below.

3.6 Kev Personnel Responsibilities

Titke Respoasibilitics Boeing Counterpart
Sccial .« R ncibis for the fdprments cxmressed in 27 remor 2nd D1G VP Complance
Compliance for the timefiness and guality of reports.

e * Respoasible for complete and thosough assessments of
Boeing corspliance.
*  Bricls Boems and Air Force senor leadership oo progress
om agreed epoa periodc bash

= Motifies Boemag Senior VP 0IG zod B Alr Foroe
pronpily of amy ngnibcant findop: and
recomenendations.

® Certifies Bocing's complinnee with its proposal
preparation policies and procedurss for all U_S.
vehickss or lemnch servioes.

Program Direcior | @ Assis SC0 directly to monitor and assess compliance. | OIG Program Mamages

* Ensuris that BearingPoint's responsibilities and
deliverable requirements are properiy staffed and mamseed




B ———

Provides overnll puidance and direction for the
BearingPomt feom

Pamicpics in monthly [o-procsss revicws

Ensizes cuality control procedoss ste esablczhed 2ad
implomemed

Mamages contracis, billing, payments and comract
tleseoun

Day-to-d=y gxecution lead of thr BearingPuoint t=sm

Develops mojen mosagement plaos %0 support over=ll
program

Conducts weekly stamus meetmes with Task Leaders
Identifies znd documents monmesing apd assessment
issues

Leads monthly in-process revicws

Preparcs SC0 repore requred ooder the SOW
Revicws 2ad follows-up on cosertrve kcriom plans

OIG Program Manager

Task Leadsr=

Establish 2nd mupintain scheduls 2nd document tracking
Support dsy-to-day SCO program taghs

OIG Broject Manager
OIG Task Leaders

Team Advisors
with Expert
Knowledgz

Particizsss is morthly m-proceis rovicws
Supparn the SC0 in mzlang judpment requmed by the
Chareer

Augrment the delivery team at tmes of peak activity

Ol Faoction=] Texn Leaden

ki J

Ourside Experts

When making the judgments necessary io perfonm his responsibilities, the SCO may

retain advisors reasonably acceptable to Boeing and the Air Foree to provide additional

expertise. This would arise if the SCO determinad that the roquired cxpentisc was of 2

professionzl nature (e.g., leesl, accounting) or unavailable within BearingPomt. In such cases

BearingPoint will bring the issue to the Bocing OIG Program Manzger and propose the terms

under which the outside expert would be engzped  BearingPoint will not engage outside experts

without Boeing”s and the Air Force's prior writlen consent. Sech consent shall not be

unrcasonably withheld or delayed.




40 T=sks

4.1 Cympliance Monitoring Plan (“CMP™)

BearingPoint, in coordination with Boeing, will develop a CMP acceptable to the Air

Force., In developing the CMP, BearingPoint will famiharize itself with Bosing's processes and
procedurss jor ensuring compliance with the Agreement. In conducting its own comphance
monitorime, BearingPoint will leverage those Boeing processes 2nd procedures, 25 well as
Boeing resources, 10 the maximum practicable exient, consistent with 1ts responsibilites 10
provide an independent assessment of Boeing's compliance with the Agreement. BearingPoint
will, at no additional charge 10 Boeing, use its suite of program management tools known as

“PMO Onkmne", 2 web-bascd suite usezble from any location, 1o suspense and meniior Boeing

complizncs cvents
43 Independent Reports do the Alir Force and imo’s ECOHVE r
(“CEO™)
4.2.1 Initiall ndent lianee B

Between four and six menths afier Air Force approval of the CMP, the SCO will provide
an initia] independent report of Boging's compliance activities 1o the Air Force and Bocing’s
CEO. This report will describe the SCO’s activities and Bocing’s compliance activities for the
period covered by the report. The report will also propose, in coordination with the Air Force

and Bocing. any changes to the CMP the SCO believes to be appropriate,

4.2.2 Fiszl Independent Compliance Report

Between threc and five months prior 1o the expiration of the Agrcement (or a date
otherwise estzblished by the Air Force), the SCO will provide a final indcpendent report of

Boeing's compliance activities 1o the Air Force and Bocing’s CEO. This report will deseribe in



detail the SCO’s activities since the SCO’s engazement and the extent 10 which Boemg has
complied with the Agreement since its effective date based on his experience with the CMP

through the date of the report

4.2.3 Significant Issues or Ipcide

The SCO will ropoft stignifcani jsues v mcxiepis i ibe Alr Force and ibe Soming
Senior Vice President OIG, including any refusal by the SCO 1o centify Boeing’s compliance in

connection with sovernment proposals, whenever such matiers come 1o the attention of the SCO.

43  Perlodic Reports
The SCO will repon 1o the Bocing Scnior VP OIG and the Air Force on Boeing's

implementation of the measures putlined in the Agrecment and on the 3C0"s activities, within

sixty (60) days of the Air Force’s approval of the CMP, each month thereafier for the first year
of the Agreement and quarterly in subsequent years of the Agreement. The format and content
of such reports will be established in coordination with Boeing and acceptable to the Air Force.
Once established they shall be changed only on the matuel agrecment of the three parties.

The SCOs periodic reports will include the SCO’s identification of all Boeing
competitive U. 5. Government proposals greater than $500M 2nd of all Boeing proposals in U.S.
Government “competitive procurements™ (as defin=d in Exh. E-1 to the Agreement) for lasnch
vehicles or launch services regardless of amount submitted during the reporting period, and the
SCO’s certification as to those thal were and those that ware not prepared in accordance with

Boeing's policies and procedures for the preparation of such proposals.



5.0  Deliverables
BearingPoint will provide the following deliverables in support of its performance of

SCO responsibilities:
CDRL Deliverabic Title Schedeled Completion

ADOLA Deafi Comgplizner Monitorimg Pl {OMF) i Bocine NLT 45 Duys afisr sigasd
Aovermend

ADD1B Proposed CMP 1o Air Force 60 Drays ufier signed Aproesicui

Adg2 Periodic Repons to Air Force MLT 60 Days after Air Foroe
gpproval of CMP 2nd moathly
thereafier for 1* year
Qruarerly after the 1™ vear

. lmatial Indepenion: Complianie Repem Fous 10 six momis =5er Air Forcs
epproval of OMP

AQDS Fin=] independom Congpliance Repan Six momths prior 1o cxpoation of
Apreement [or other daje
enablished by the Aw Foroe)

6.0  Assumprions

BearingPoint"s performance under this SOW is based on the following assumptions.

Deviations from these assumptions that arise during the cngagement will be managed through

the mutually agreed-upon procedures set out in Section 7.5:

BearingPoint team members may reguirs reasonable facility and administrative
support. Requirement= will be coordinated through the Bocing OJG Program

Managper.

Boeing will provide rezsonable non-escort access to BeaningPoint Team members as
required io support this engagement or provide personnel with escorts while on

location.

No special classification access clezrance will be needed for the performance of this

project

BeanngPoint will provide the deliverzble documentation support using Microsoft

Oilice spplications, PDF format, or ERWin




7.0 Boeine’s Responsibilities

BearingPoint's ability 1o perform the tasks required by this SOW 15 predicated on

Boeing’s full cooperation and prompt compliance with the SC0s requests and the following

responsibilities being fulfilled by Boemng,

7.1 OIG Vice President. Compliance

The OIG Vice President. Compliance will have the authonity 1o act for Boeing on matters
pertaining to the successful execotion of this Engagement, provided, however, that the Generzl

Services Agreement may only be modified or amended as prescnbed therein.

7.2 Buocing Program Manager

Boemg will designate a Program Muanager withm the OIG to be the focal pomt for
BearingPom! communicalions. The Program Manager will be the point of contact for

BearingPoint 1o aid in:

. The coordinated development of the Compliance Momitoring Plan
. The cstablishmeni of effective commmunications to notify the SCO of events or report
completion

Providing Boemng Policy and Procedure material to assist the SCO
Scheduling team members (o observe appropriate mectings and training events

]

. Resolving issues concenung miscommunication or late suspense
. Resolving minor discrepancies

. Accomplishing monthly in-process reviews

73 Information Needs

BearingPoint will be provided reasonable support from Boeing IT staff in order to
efficiently integrate its “PMO Cnline” information technology tool into Boeing’s architecturc

and 1o comply with Bocing siandards,



7.4 In-Process Heviews

Bocing will participate in manthly in-process reviews between the SCO and the OIG
Program Manager lo be conducted by BearingPoint. These reviews may be conducted via

teleconference,

7.5 Engapement Chanee Control Procedure

Changes 1o services described in this SOW, including addition and deletion of services,
will be submitted in an Engagement Change Reguest {(“ECR™). The ECR will describe the
change, the rationale for the change, and the effect the change will have on the SCO
Engagement. The Program Manager of the requesting party must authorize the request before
submission 1o the other party. The receiving party may either accept the ECR for
implementation or further investigation, or reject it. If it is accepted, it will be forwarded 1o the
Air Force and thereafter implemented only if accepied in writing by the Air Force. Any change

in this SOW may affect the charges, estimated schedule, or other terms of this Engagement.

7.6 Access and Cooperation

The SCO will have full and complete aceess 1o Boeing personnel, books, records,
documents, and technical information related to Bosing's compliance with the terms of the
Agreement, excepl [or privileged material for which the SCO will be given a detailed
unprivileged synopsis. Bocing will cooperate with any reasonable request and provide any
reasonably required assistance, including assistance to obtain necessary security clearances, for

the 5C0 10 monitor Beeing’s compliance with the Agreement.

11



8.0 Cost Estimates

BeznngPoint will provide Boeing cost estimates for performance of the Tasks set out in
this SOW as detailed below. BeanngPoint agrees that it will not exceed these cost estimates
without the prior written approval of Boeing.

8.1 Preparation of the Compliance Monitoring Plan

Within five (5) working days of the execution of the General Services Agreement
between Boeing and BearingPoint, BearingPoint will provide Boeing with an estimate of the cost
of preparmg the CMP and submitting it to the Air Force for spproval (Task 4.1).

8.2 Initial Implementation of the Compliance Monitoring Plan

Within five (5) working days of the Air Force's approval of the CMP, BearingPoint will
pravide Boeing with an estimate of the cost of implementing the CMP through the submission of
the Initiz] Independent Compliance Report (Task 4.2.1), including submission of the Periodic
Reports required by Section 4.3.

8.3 Continued Implementation of the Compliance Monitoring Flan

Within five (5) working days of the Air Foree's acceptance of the Initial Independent
Compliance Report, including Air Force approval of any changes to the CMP proposcd therein
by the SCO, BearingPoint will provide Boeing with e estimate of the costs of implementing the
CMP through the expiration of the Agreement, or such other period as may be agreed 1o by the

partics.

12



Exhibit G has been redacted.
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EXHIRITH

Submissions, Prescplations to, Appearances before USAF DGC

Pursuant to Article 15.2.(u), Boemg™s good fath estimaic of the costs of Bocmg's
submrssions, presentations to, and appearapces before the U. S, Air Forcs Deputy
General Counsc] for Contractor Responsibility, from March 21, 2003, through
Scptember 30, 2004, 15 5212,651. These costs do not include the efforts of in-house or
outside counsel, which are separately accounted for as unallowablc.

T ostimaic wos develoned baged om the fime cxpended by Bocing's Executive
Management (Directors) and Semior Management in prepening and making the forcgomg
submissions, presentations and appearances, and the associated travel costs. No Line
Man=cement or regulas szaff ime was devotcd to these efforts. The Executive and Semior
Management personnel involved were requesied to provide (1o the best of their
knowledge and belief) an estimate of the hours they expended in the activites identified
in Paragraph 3 below. In the absence of any such estimates from the personnel, hours
were estimated for them.

Hours were cosicd using weighled average lzbor rates by salary level (based on the
participants” cxpended hours and actez] individual base sslaries), plus application of a
50% i=actor for frimge benefits. Administrative support was added at a rate of 15% of
total cost,

The chart below sets forth these figures and compuiations.

Group Hows= Labor Rate Hows x Rale Travel Total
Executive Mgmt. 585 $148 76 $131.653 §315,150 5166803
Senior Mgmt 215 $79.97 517,194 S0 €17.194
Staff 15 S61.14 $917 S0 $917

Subtotal  5184,914

Sublotal S184914
Administrative Support Rate x0.15
Administrative Support Cost ~ $27,737

Subtotal 5184914
Administrative Support Cost  + §27,737
Total Cost  $212,651

The foregoing estimate inclndes costs incurred by Executive and Senior Management in
performing such tasks as the following:

1 Kick-off meetings to strategize and develop plans for submissions

ii, Preparation for kick-off, working, and status meetings
iii,  Working meelings to coordinate plans and gather data
v Preparation of submissions
v Status mestings regardmy submassions



vi.  Review and approval of submissions
vii.  Presentation and explanation of submissions 10 Air Force

viii. Follow-up meetings

1)
@)
(3)
(4)
(3)
(&)

Kock-off mestings to discuss follow-up action ilems znd responses
Development of responscs 16 acion nems

Interim mectings 10 stals action items

Consolidation of action item responses

Revicw and approval of action itcm responses

Travel time to meetings

The credit for these costs related to IDS will be made timough the IDS Home Gilice
Business Unit G&A pool The credit for these costs relzsed 10 WHQ will be made
through the WH(Q Overhead Claim using a composite pool base. The adjustments for the
cost estimates for 2003 will be made in the 2003 claims, and the adjustmeni= for the cost
estimates for 2004 will be made in the 2004 forward pricing and subsequent claims,



EXHIBITI
Response to USAF Notice of 24 July 2003

Pursuant 1o Article 13.b.(iii), Boeing’s good fzith estimate of the costs of responding to
the Air Force's “Notification ol Intent to Exereise Government's Right to Partially
Terminate Contract No. FO4701-98-D-0002 for Default for Good Cause™ (dated July 24,
2003) is § 96.532. These costs do not include the efforts of in-house or outside counsel,

which are separately eccounted for as unallowable,

a. This estimate was arrived at by calculating time expended by Executive Management and
EELV Program suppor persannel who assisted in developing Boeing's response to the
foregoing Air Force Notification. Thesc positions are identified below in Paragraph 3.
To arrive al the hours expended by these positions, Boeing used actual labor hours
devoted 1o response activity as reflected in Boeing accounting records (i.e., lzbor tapes)
and. when recorded hours were not available, an estimate was developed by the Program
personnel invalved. The hours spent by Executive Management positions were estimated

by IDS Staff Contracts and Pricing.

b. Hours were costed using weighted average Jabor rates by salary Jevel (based on the
participants’ expended hours and actuzl individual base salaries). For personnel charging
to G&A, a fringe rate of 50% was applied. For personnel charging direct to the contract,
fringe, overhead and G&A were applied. Administrative support was added at a rate of
15% of 101al cost.

¢, The chart below sets forth these figures and computations.

Groun Hours Lsbor Bate Hours x Raic Total
Executive Mgmt. 290 517497 250,741 £50,741
Semor Mgmt. 200 S166.00 $33,200 + $33.200
Subtotal 583,941

Subtoial 83,941

Admimisirative Support Rate x015

Administrative Support Cost 512,591

Subtotal 583941

Admimstrative Support Cost + 512 591

Total Cost 506,532



L]

The following positions assisted n developing Bocing's response to the Anr Force
Notification:

Executive Management:

Contracts end Prncing Director, Huntinglon Bezch Sile

Finance Direcior, Expendable Launch Systems

Vice President and Program Director, Delta Programs

Vice Presideni and Geucial Managsi, paponasmc Launch Systeme
Senior Contracts Executive, IDS Contracis and Pricing

Vice President, IDS Contracts and Pricing

Director of Finance, Air Force Sysiems

=

m = open

Semor Management:

h. Contracts Manager, Expendable Launch Systems
I Pricing Manager, Expendable Launch Systems

The credit {or these costs will be made through the [DS Home Office Business Unit G&A
pool m the 2003 claim.
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Cosis of Bringing Self Governance, Compliance, Ethics Programs
to o Level Acceptable to the USAF

Pursuant to Article 15.b.(vi), Boeing's good faith estimate of the costs of bringing its self
governance, comphance and/or ethics programs o a level accoptable to the A Force,
commencing June 10, 2003, 1s 327,539,996,

Bocing amved at this estimate by adding the costs of the [DS 2003 Recomsmitment Day,
the Law Dienartmens 2003 Stand-down Day, the World Headquariers (WHQ) 2003
Recommitment Day . the Air Traffic Management (ATM) 2003 Recommitment Day, the
preparation and promulgation of the enhancements to Bocing™s self governance,
compliance, and/or ethics policies, programs and procedures necessary to bring them to a
level acceplable to the Air Force, and the additional independent review of Boeing ethics
and compliance policv and procedures. As described in Exhibit B, Recommitment Days
also have been held by Boeing Commercial Aircraft (BCA) and Connexion; however,
thesc are pot included because they are commercial organizatons whose costs do not

flow o US. G-:nn'ununm:ns

Activity Cost

IDS 2003 Recommitment Day £20,545,774
Law Department 2003 Stand-down Day $60.985
WHQ Recommitment Day 5291,197
ATM Recommitment Day $26,015
Preparation and promulgation of 76,416,025
enhanced policics, programs and
procedures
Addivonal indepedent review of Ethics $200,000
amd Compliance policies and procedures

Tatal $27,539,996

The bases of the forcgoing cost estimates are as follows:

a ID5 2003 Ethics Recommimment Day: 520,545,774 was estimated based on the
average hourly labor rate for IDS and the number of participants, pius 50% fringe
benefits were applied for this indirect activity. SSG suppont and WHQ
Washington, D.C., aticndecs of this Recommitment Diav are included in these
costs, whach arc based on the same methodology. Non-labor costs directly
aszociated with this activity have 2lso been includad in this cstimat=

b. Law Depariment 2003 Stand-down Day: $60,985 was estimaied bascd on the
average hourly labor rate for the WH() Legal organization and the number of
participants, plus 50% fringe benefits were applied. Non-labor costs directly
associated with this aclivity have also been included in this estimate.



World Headquarters 2003 Ethics Recommitment Day: 5291,197 was estimated
based on the average hourly labor rate for WH(Q) and the current headcount on the
day of the activity, plus 50% fringe henefits were applied. SSG support ariendees
of this Recommitment Day are included in these costs, which are based on the
same methodology. Non-labor costs directly associated with this activity have
also been included m thys estimaic

ATM 2003 Recommitment Dzy- £26,015 was estimated bascd on the average
hourly lsbor rate for ATM and the current headoount on the day of the activity,

plus 50% fringe benefits were spplied.

Preparation and promulgation of enhanced policies, programs and procedures:
86,416,025 was estimated for these aclivities. These cosis do not include the
efforts of in-house or oulside coumsel, which 1s separately accounted for as
unallowable. Nor do they includs the costs of operating and maintaining
Boeing's enhancad policics, programs and procedures, mcluding, withouwt
himitation, employe= atendapce a1 revised training courses, employee
participation in the meetings of ihe newly-estzblished IDS CAST and CRB, the
Company Ethics’ Recommitment Events for 2004, employee consideration and
exccution of new certifications required for competitive proposals, the lunng of
additional ethics advisors or the efforls required to prepare, promulgate and
complete the Employee Code of Conduct independently mandated by the Bocing
Board of Directors in January 2004,

i The estimat= was first developed in December 2003 for the period
beginning June 10 through November 2003. A roguest for estimates,
dated December 4, 2003, was direcicd to all members of the Procurement
Integrity Process Improvement Stecring Commities, the principal focal
point for the proprictary/competitor data issues that were driving the
Company’s cfforts (0 enhance 11§ policies, programs and procedures at [hat
time. The request instructed thet estimates should include time spent on
the following activities relsted 1o enhancement of Boeing's policies,
programs znd procedurcs.

+  Kick-oil meeting to brasnastorm and develop plans

*  Working meetings 10 coordinate plans and gather data
. Development of Action Teams

+  Status meetings

=  Approval of Strategy Group's plans

»  Bricfing to Sponsor

*  Consolidation of Action Teams" findings/resulis

s



«  Approval of Action Teams' findings/results
. Briefing to Strategy Group

«  Travel tme to and from meetings

»  Travel costs 1o and from meelings

The request for estimates also instructed Steering Commitiee members 10 review
an atlached list of employess muught ia be involved in enhancement activities to

]]]d.ﬂd SUIE j_L Lk |:I.1.,.I..I,.I,jd.l.|:- ﬂ.HLI. 'LU‘.I.IJ!.U.H.- s

A second request was transimitied on March 1, 2004, for updated estimates for the
period December 2003 through March 2004. Th!s request specified that updated
estimates should concenirate on "Rudman/ELG implementations™, reflecting the
additicnal enhancements to which the Company had committed since the initial
estirnate in December 2004.

A third request was transmitted on April 27, 2004, for updated estimates of the
implementation of enhancements for the period April 1, 2004 through May 17,

2004,

A fourth and final request was sent on August 5, 2004, This request specified that
data submittals for labor hours and non-labor costs be extended through the end of
2004 and any efforts continuing into 2005 related to the activitics in Exhibit I be
identified. All activities to enhance policies, programs and procedures are
planned for completion by the end of 2005, 5o no request for data beyond 2005
WS NECESSaTY.

1. These estimales were developed to account for time expended by
Executive Management (Directors), Senior Management, Line
Management and staff, and 1o account for associated travel costs.

{1)  Personnel were requested to provide (1o the best of thew
knowledge and belief) an estimaie of the hours expended; ifno
response was received, hours were estimated {or them.

(2)  Each group’s labor costs were determined by multiplying the hours
worked by the group and the group’s weighted average labor rate
(including a 50% fmnge rate).

(3)  Travel and other non-labor costs were then added to arrive at each
group’s total cost.

{4)  Theindividual group total costs were then added to determine the
eroup's overall cosls,

(5)  The cost of administrative support was added to the Iorcgoing
subiotal at a factor of 15% of the subtotal cost.

(6)  The otal cost for the cnhancements was then determined by adding
the subtotal to the administrative cosL

fak



The foregoing sleps are set torth in the following 1able:

Hours Labor Rate Ho Non-Lsbor Total
Executive TA75 $119.26 £891, 460 S92 BE] S9E4 350
Senior 20,516 57262 51489872 £10.491 51,300,363
Line 361 568.77 $24,826 £2.030 526,856
Sratt A7 550 R57.80  S2756,200  S311.3833 +53.067.583

P T 5o

Subtotal 335,579,152

Subiotal $5.579,152
Admmistrative Support Rate x 015
Administrative Support Cost 5836,873

Subtotal 55,579,152

Admimstrative Support Cost  + SE36,873
Total $6.416,025

f An addition=] indepenudent review of the Boecing cthics and comphiance policics
and procedures is required by Article 3.h.(iv) of the Agreement. The cost
estimate for this review is 200,000 based on the cost of 2 similar independent
review.

The credit for these costs related to IDS will be made through the IDS Home Office
Business Unit G&A pool. The credit for these costs related 1o WHOQ) will be made using
the composite pool base. The aredits for thess costs relzted 1o ATM will be made
through the billing process. The credits for these costs related 1o SSG will be made
through S5G cost pools, except for the Recommitment Day participation winch will be
included in the sponsonng segment’s adjusiments. The adjustments for the [DS, WHQ,
and S5 cost estimates for 2003 will be made in the 2003 claims, and the adjustments for
the cost estimates for 2004 and 2005 will be made in the forward pricing and subsequent

2004 and 2005 claims, respectively.
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Administering the Agreement

Pursuant to Article 13.b. (vii), Boeing’s good faith estimate of the annual cost of
administering the Interim Administrative Agreement is $1,687,142, These costs include
amounis estimated for mectings pursuant 1o Article 11. However, these costs do not
inelude the efforts of in-house or outside counsel, which will be separate]y accounted for

as umallowable,

To obtain this estimate, Boeing determined the five-year cost of the personnel positicns
that would be required lo administer the tasks identified in the various Articles of the
Agreement. The costs of these individual positions were then added, including
administrative support at a rate of 15%. 1o determine the total five-year total cost of
administering the Agreement (§8,4335,709). This total five-year cost was then divided by
five to arrive at an esimate of the annual cost of adminisration ($1,687,142). This
procedure 18 represented in the following table:

Persommel Position Five-Year Position Costs
OIG Management 5905216
Program Management £1.668.904
Compliance Office S028,720
Funetional Suppor £1,130,220
Administrative Stafl 5572,800
Communications 5417.736
Internal Awdit £564.575
Meetings with USAF +51.147.227
Subtotal £7.335,309

Subtotal 57,335,399

Adminisirative Suppori Rale x (.15

Administrative Support Cost £1,100,310

Subtotal £7,335.399

Adminicirative Suppor Cost £1,100.310

Five Year Total: S8.435,7109

<= 5 years

Annual Cost: 51,687,142
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In order io estimate, to the best of our knowledge and belief, the cost of administering the
Agrecment, Boeing identified the effors required to administer the Agreement. These
administration efforis, which will be treated as wnallowable, consist largely of preparation
and submission of reports to the Air Fores and coordination efforts with the Special
Compliance Officer.  Note that most of the underlying zctivities which will be described
in the reports are allowable per Article 15.d of the Agreement, which states that
“Boeing’s fulure costs of maintaining, operating, and improving its Ethics/Compliance
policies, programs and procedures are allowable costs for purposes of this Agreement.”
The Offce of Intema! Sovemancs uoed the entified adminiztration offorts to determine
the various work statement calegories required to fulfill those efforts and estimated the
number of equivalent personnel (“EP™) wha will be required for cach category. The
work statement categories are defined below.

a OIG Managemen will interface with company executives, provide senior level
interaction with the Special Compliance Officer and the Air Force, and will be
responsible for resolution of problems, as required.

b. 016G Program Management will provide oversight for the overall administrative
program plan, interface with the Special Compliance Officer, develop and publish
reports, track action items and lead program meetings.

c. The Compliznce OfTiee will monitor complisnce of plan development, mierface
with the Special Compliance Officer 1eam, and monitor tasks in conjunction with
Internal Audit.

d. Functionzl Support from various areas &nd levels will provide report data, attend

meelings, and communicate requirements and activities to their teams.

2. Administrative Staff will provide and track documentation, support meetings,
assist with report development and publication, and provide general support 1o the
Boeing and Special Compliance Officer ieam, as required.

f. Communications will be responsible for internal Boeing communications
regarding the Administrative Agreement, coordination with external
communication teams, and coordination with the Special Compliance Officer's

COMUNUMICAlIon Leait.

Internal Audit will review the compliance of the Administration Agrecment team
1acks to those reguired in conjunction with the Complhiance Office.

h. Meetings with the Air Force are required by specific members of Boemg
cxccutive management on a periodic basis to discuss compliance with the

A preement.

(R
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Boeing estimated the five-year cost of cach posilion. Bocing determined the number of
hours worked by one full-time person in that position per year. The annual hours worked
were then multiplisd by the equivalent personmel who would work each position to
determine the number of hours worked by that position for each year. The hours per
equivalent personnel figure were then multiplied by the howrly rate for each position to
obtain the cost for cach year, These yvears were then added to detennine the estimated
five-vear cost for each position. These czleulations for each pesition are set forth in the
following sub-paragraphs.

& OIG Management: Estimated five-year cost of 3905216

1, Boeing anticipales that 01G Management will be necessary 1o administer
the Agreement. Two Executives, of the appropriate levels, will oversee
these tasks, each for 0.2 of an EP for a total of 0.4, Both these positions
will reside in the World Headquarlers Office of Iniemal Governance

oreanization.

1. The first Execulive position 2004 estimated salary midpoint is $312,500
with fringe at 50%, resulting in a salary and fnnge benefits total of
£468.750 in 2004 for this position. The sccond Executive position 2004
estimated salary midpoint is $227,500 with fringe at 50%, resulting in
salary and fringe benefits of $341,250 for this position in 2004, Onc full-
time Executive works 2,080 hours per year. Dividing 2,080 mio the
forepoing salary/fringe totals produces an hourly rate of $225 for the first
Executive position and $164 for the second Exccutive position. The labor
rate 1s escalated 5% per annum.

Lid



X jve £1

Year Hours Equivelemt  Hours Worked by Labor  Total Cost
par Persannel Equivalent Rate
Year Personnel
2004 -9months 1,560 0.20 312 $225 $70,200
2005 —-12months 2,080 0.20 416 5236 598,176
2006 — 12 months 2080 20 416 §248 5105,168
2007 — 12 months 2,080 020 416 $260 5108,160
2008 — 12 months 2,080 020 416 3273 3313,508
2009 -3months 320 0.20 1oL $287 +3529843
Total: §523,120
Execuljve #2
Year Hours Equivalemt  Hours Workedby Labor  Total Cost
per Personne] — Equivalemt Rale
Year Personnel
2002 — 9@ months 1,560 0.20 312 Sles 551,168
200512 mopths 2080 020 416 3172 571,552
2006— 12 months 2,080 0.20 416 5181 §75,296
2007 — 12 months 2,080 0.20 ale $150 579,040
2008 - 12 months 2,080 0.20 416 $200 583,200
2009 — 3 months 320 0.20 104 §210 +521.840
Total: S382,006
Combined Executives
Exccutive £1 $523.120
Executive £2 = 5382 056
Total: 5905,216

b. Program Management: Estimated five-year cost of 51,668,904

i Boeing anticipates that Program Management will be necessav 10
sdmmmster the Agpreoment. Two program manarement positions will
oversee these tasics; an Executive of the appropniate level for .7 of an EP
and a s1aff (Level-$) for 1 of an EP. Both thesc positions wili reside in the
World Headquarters Office of Internal Governance organization.

1i. The Executive position 2004 cstimated salary midpoint is $157,500 with
fringe at 50%, resulting in a salary and fringe benefits total of $236,250 in
2004 for this position. The Project Management Specialist (UA MW)



Level-£ 2004 estimated salary midpoint is $87,600 with fringe at 50%,
resulting in salary and fmnge benefits of $131,400 for this position In
2004, One full-time program manager works 2,080 hours per year.
Dividing 2,080 into the foregoing salary/fringe totals produces an hourly
rate of 5114 for the Executive position and £63 for the Level-4 position.
The labor rate is escalated 5% per annem. Details are on the next page.
Travel for the Executive is esfimated for two trips per year at 2 cost of
21,000 each.

L]
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Year Hours Egmvalent Hours Labor Total
per Persommel Workedby — Ralg Labor
Year Equivaleni
Personnel
2004 - 9months 1,560 0.70 1,092 5114 5124488
2005 - 12 months 2,080 0.70 1,456 5120 5174,720
2006 - 12 months 2,080 0.70 1,456 $126 $183,456
T - s menhs 2,050 o 1,455 €132 f£102197
2008 — 12 months 2,080 070 1,456 $139 5202384
2009 -3months 320 0.70 364 5146 853144
Total:
Level-£
Year Hours Equivalent  Hours Worked by  Labor
per Personmnel Equivalent Rate
Year Personnel
2004 - 9 months 1,560 1.00 1,560 563
2005 - 12 momths 2,080 1.00 1,080 $66
2006 - 12 momths 2,080 1.00 2,080 569
2007 - 12 months 2,080 1.00 2,080 $72
2008 - 12 months 2,080 1.00 2,080 576
2009-3months 520 1.00 520 550
Total:
Cao ecutive and —
Executive 5940,384
Level-2 + 5728.520
Total: 51,668,904

c. Comphance Ofice: Esimated five-year cost of $928.720

1. Boeing anticipates that 1.0 equivalent Compliance Officers will be

Travel

$1,000
52,000
52,000
£ i)
52,600
$1.000

Toial

Total
Cost

$125,488
$176,720
185,456
$194,192
$204,384
534,144
§940,384

398,280
5137280
£153,520
£145,760
S158,080

= 341,600
5728520

necessary 1o administer the Agreement. This position is a Level 5 position
forl.0 of an EP, and will reside in the World Headquarters Office of

Internal Governance organization.



The Business Operations Specialist (UA MC) Level-5 2004 estimated
salary midpoint is $110,900 with fringe a1 30%, resulting in salary and
fringe bepefits of $166,350 for this position in 2004. One full-ume
Compliance Officer works 2,080 hours per vear. Dividing 2,080 into the
foregning salanvfringe total produces an hourly rate of $80 for the Level-3

Level-3
Year Hours FEquivalent  Hours Worked by  Labor  Total Cost

por  Posomel  Equivalent Rate

Yer Personpel

2004 - 9months 1560 1.0 1,560 $80 124,500
2005 - 12 months 2,080 1.0 2,080 $84  S174,720
2006 — 12 months 2,080 1.0 2,080 S88  S183,040
2007 = 12 months 2,080 1.0 2,080 592 £191,360
2008 — 12 months 2,080 1.0 2,080 $07  $201,760
2009 - 3months 520 1.0 520 102 5+33.040
Total: 5928,720

d. Functional Support: Estimated five-vear cost of 51,130,220

Bocing anticipatcs that four Functional Sepport positions will be
pecessaTy 10 administer the Agreement. These positions will be split
betwesn one Exscutive position of the appropriate level for 25 of an EP
for Legal and threc M-Level positions for .75 of an EP for the balance of
the fomctional groups. These positions zre expected to reside m vanous
functional areas of World Headquarters.

The Executive position 2004 estimated szlary midpoint is $157,500 with
fringe ar 50%, resulting in 2 s=lary and Finge benefits total of $236,250 in
2004 for this position. The M-Level 2004 estimated salary madpoint is
$125,700 with fonge at 5095, resulting in salary and fringe benefits of
$188_550 for this position in 2004. On= full-time Functional Support
person works 2,080 hours per year, Dividing 2,080 into the foregoing
salary/fringe totals produces an hourly rate of 5114 for the Executive
position and §91 [or the M-Level position. The Jabor rate is escalated 5%

P& anmim.



Execulive

Year Hours  Eguivalent lours Worksd by Labor  Total Cost

per Personnel Equivalent Rate

Year Fersonnel
2004 — 9 months 1,560 0.25 3490 £114 544,400
2005 — 12 months 2,080 023 520 5120 $62,400
2006 — 12 months 2,0E0 (.25 320 5126 865,520
2007 = 12 months 2080 (.25 520 $132 S68,640
2008 — 12 months 2 08N 025 52} 139 $72280
2009 — 3 months 520 0.25 130 5145 + S18.980
Toral: 5332280
M Level

Year Howrs  Equivelemt  Hours Worked by Labor  Total Cost

per Personnel Eguivalent Ralg

Year Personnel

2004 — 2 months 1360 .73 1.170 91 5106,470
2005 —12 months 2,080 0.75 1,560 596 5149760
2006 - 12 months 2,080 0.75 1.360 5101 £157,560
2007 — 12 months 2,080 0.75 1,360 5106 5165,360
2008 = 12 months 2,080 0.75 1,560 5111 173,160
200% — 3 months 320 0.75 g0 3117 + 545,630
Total Total: 8797,940

Combined Executive and M Level

Executive 5332280
M-Level = §797,940
Total: 51,130,220

£, Administrative Staff: Estimated five-year cost of 5372800

i. Boeing anticipates thet adminisirative staff will be necessary to assist the
foregoing positions in adminisiering the Apreement. This support will be
provided by Level-C Administrative Assistamis for 1.5 of an EP. These
positfions will reside in the Waorld Headguariers Office of Internal
Govemmance oTganization.
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The Administrative Assistant (UA MX) Level-C 2004 estimated salary
midpoint is 543,000 with fringe at 50% resulting in a salary and fringe
henefits of 564,500 for this position in 2004, COne administrative assistant
works 2,080 hours per vear, This preduces n hourly labor rate of 331 for
thig position. The labor rate is cscalated 5% per anmum, Travel is
estimated 81 one trip per guarter at 51,000 cach.

Year Hours Eguivalent Hours Labor Total
per Persomne] Worked by Rate Labor
Year Egmrvalent
Personnel
2004 — 9 months 1,560 1.50 2,540 531  §72,540
2005 = 12 months 2,080  1.50 3,120 33 £102,960
2006 — 12 months 2,080 1.50 3,120 S35 5109200
2007 —12months 2,080  1.50 3,120 537 §115,440
2008 =12 months 2,080 150 3,120 539 $121,680
2009 - 3 months 520 1.50 7RO £41  §31,080
Total:
f Communicanons: Estimated five-year cost of 3417,736

1.

2004 — @ months
2005 — 12 months
2006 — 12 months
2007 — 12 months
2008 — 12 months
2009 — 3 months

Travel

52,000
54.000
£4.000
54,000
54,000
S1.000

Total
Ciost

574,540
106,960
$113,200
$119.440
5125,680
+$32.980
572,800

Boeing anticipates that Communications will b necessary to administer
the Agrecment. These tasks will be provided by an Executive of the
appropriate level for .3 of an EP. These positions will reside in the World

Headguarters Communications organization.

The Executive 2004 estimated salary midpoint is $137,500 with fringe at
50% resulting in a salary and fringe benefits of $236,250 for this position
in 2004. One communications person works 2,080 hours per year. This
produces an hourly labor rate of $114 for this position. The labor rale is
escalated 5% per annum.  Travel is cstimated at one trip per quarter at

51.000 each.
Hours Equivalent
per Personne]
Year

1,560 Q.30
2080 030
2,080 0.30
2,080 030
2,080 030

520 030

Hours

Worked by
Equivalent
Personnel

468
624
624
624
624
156

Total:

Labor
Rate

5114
2120
5126
5132
5139
5146

Total Travel Toizl
Labor Cost
$53,352 32,000 §55332
574,880 $4.000 578,380
§78.624 54,000 5BI.624
£82,368 54,000 586,308
$86.,736 54,000 590,736
§22,776 SLO00 +823.776
8417,736



£ Ioternal Andit- Estmated five-vear cost of $564,576

i

Bl

Boeing anticipates that Intemz] Andit will be necessary to administer the
Agreement. Three Internal Audit positions will oversee these tasks; one
Exccutive of the approprizte level for .05 of zn EP, a second Executive of
the appropriate level for .1 of an EP, and an Emerprise Auditor (Level-4)
for .5 of an EP. These positions will reside in the World Headgquariers
Office of Internal Governance organization.

The St Evarntive position HWilld ectimated calary midpoint is $227.500

with frinee at 50%, resuling n 2 salary and fimge benefits total of
£341,250 in 2004 for this positon. The s=cond Executive posibon 2004
estimated salary midpoint is $135,000 with fringe at 5096, resulting in 2
salary and fringe benefits total of $202,500 in 2004 for this posiion. The
Enterprise Auditor (9A HL) Level-4 2004 estimated salary midpoint is
$82,100 with fringe at 50%, resulting in salarv and fringe benefits of
5123,150 for this position in 2004, One Intemnal Avdit person works
2,080 hours per year. Dividing 2,080 into the foregoing salary/fringe
totals produccs an hourly ratc of §164 for the first Executive position, $97
for the second Exccutive positon, and $59 for the Level-4 position. The
labor rate 5 cscalated 5% per snnum. Travel for the Enterprisc Auditor is
cstimated a1 $2, 800 ammually.

10



2004 - 9 months
2005 - 12 months
2006 = 12 months
2007 - 12 months
2008 = 12 months
200% = 3 months

2004 - 9 months
2005 = 12 months
2006 - 12 manths
2007 = 12 months
2008 = 12 months
2009 - 3 months

Execumw

7

Howrs Equivalent  Hours Workedby  Labor
per Persormel Equivalent Ratc
Year Personnel
1.560 0.05 78 Bl62
2,080 0.05 104 $172
2,080 0.05 104 $181
2 080 0.05 104 F100
20 TAT =] i0a $£200
520 0.05 26 £210
Total:
Exscunve &7
Hours [Equivzient  Howrs Worked by Labor
per Personnel  Equivalent Rate
Year Personnel
1.560 0.10 156 $97
2,080 010 208 5102
2,080 0.10 208 $107
2,080 Q.10 208 $112
2,080 0.10 208 5118
320 0.10 52 $124
Tolal:
Level-d

Year Hours Equivalent
per Personne]
Year
2004 — 9 months 1,560 0.50
2005 -~ 12 months 2,080 0.50
2006 — 12 months 2,080 0.50
2007 — 12 months 2,080 0.50
2008 — 12 months 2,080 0.50
2009 -3 months 520 0.50

BHowrs Worked Ishbor  Togal
brEquivalent R==  Labor

Fersonne]

1,040
1,040
1,040
1,040

11

Total:

559
562
565
68
571
573

556,020
S04 480
867,600
570,720
§73, 840

£19,500

Total Cost

512,792
517,888
518,824
515,760

TN w#OnN
bt

gyt t

+ 55 460
595,54

Total Cost

£15,132
521,216
22,256
523,296
524,544
+ 56,448
$112,892

548,120
52,500 $67,280
§70,400
$73,520
576,640
* 520,200
5356,160



Combined vesand Level-2

Executive #] 585,524
Executive %2 £112,892
Level-4 + 8356.160

Total: $564.576

£ 1487 WYY
e o0 e—

n heccungs with AN Furce. Esinasied Svi-wmar o ol S0,

Pursuant 1o Article 11, Boeing executive management is required to have
periodic meetings with the Air Force to discuss compliance with the
Administrative Apreement. Bocing representatives identified are the
Chief Executive Officer (CEQ), the IDS President, O1G Semior Vice
President, IDS Semior Vice President and Air Force Sysiems General
Mzanager, and a representative of the Law Department. Labor is estimated
at § hours per mecting scheduled plus ravel cosis of $2,500 per meeting
or the cost of a typical flight provided by Executive Flight Opecrations, as
appropnale for the cxecunve.

The current CEO salary is §1,500,000 with fnee at 50%, resnlong in a
salary and fringe benefits 1otal of 52,250,000 for this position in 2004,
Travel for the CEC is $2,150 of allowable cost per trip based on using an
Executive Flight Operations Challenger jet from Chicago to Washington,
DC. The current IDS President salary is $747,500 with fringe a1 50%,
resulting in salary and fringe benefits of $1,121,250 for this position in
2004. Travel for the IDS President is 52,675 of allowable cost per trip
based on using an Executive Fhght Operations Challenger j=t from St
Lowis to Washington, DC. The three remaiming Vice President positions
are estimated to be of the same Executive Jevel; ihis Executive posiion
2004 estimated salary midpoint is $312,500 with fonge at 5056, resulting
in 2 salary and fringe benefits 1otal of $468,750 in 2004, Travel for these
Vice Presidents is estimated at $2,500 per meeting trip. One full-time
Executive works 2,080 hours per year, Dividing 2,080 into the foregoing
salarv/fnnge totals produces an hourly rate of $1,082 for the CEO, §539
for the IDS President, and $225 for the Vice President positions. The
labor rate is escalated 5% per anpum.



2007 - 12 smonths
2008 - 12 months
2009 - 3 months
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2002 - 9 months
2005 - 12 months
2006 - 12 months
2007 = 12 months
2008 = 12 months
2009 = 3 months
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2004 ~ 9 months
2005 - 12 months
2006 — 12 months
2007 = 12 months
2008 — 12 months
2009 — 3 months
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0 0
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CEOQ

Labor Labor Cast
Rate

51,082 =0

S1,136 S$9.088

SL.193 S0

51,255 S0

51,516 510,528

al,382 S0

Total:

IDS President

1zhor Labor Cost
Haie

5535 50
5566 §4.528
5592 54,752
262 54,002
S655 55,240
S0BE 55,504

Total:

Vice Presid

Labar Labor Cost
Rate

532325 85,400
£236 £22.656
S338 §23,808
5260 $24.960
5773 $26.208
5287 56,888

Total:

Combined CEO, 1DS President, and Vice Presidents

CEO
IDS President
Vice Presadents

Total:

£23,916
$38,391
+51.084.920
§1,147,227

Travel

52,150

52,150

T
=

Iravel

52675
52,675
52,675
52 675

Iavel

$7.500
5240,000
$240,000
$240,000
$240.000

$7.500

al Cost

50

$11.238
50
50
$12.678

=0

$23,916

Total Cost

S0
57,203
$7.427
$7,667
37,915

+28.179
$38.391

$12,900
5262,656
$263,508
5264 960

+ 514388
$1,084,920



The credit for cozt= related 10 WHQ will be made through the WHQ Adminisoative Costs
forward pricing and subsequent claims over 2 composite base for 2004 through the life of
the Agreement. The credits for costs related o IDS, the meetings with the Air Force by
IDS execulive management, will be made through the IDS Home Office Busimess Unit
G&A pool in forward pricing and subsequent claims for 2004 through the life of the
Afresment.
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EXHIBIT L

Salary and Benefits for Former Emplovees

Pursuant to Arnticle 15.¢c, Boeing’s salary and benefits cost for former emplovecs Branch,
Er<kine, Saichell. Hora and Jew is $2.196,518

This figure represents the individuals® foll salaries and benefits costs from January 1,
1997*, through the date cach employee left Bocing's employ. Each employee’s salary
and benefits were added 1ogelher o determine the 1otal cost for cach employee. These
sums were, in turn, added together 1o ammive at the total salary and bepelils vosi for thesc
former cmployecs, as shown in the following table:

Emplovee Salary Benefits Total
Mr. Branch $199,593 $92 906 $202 499
M. Erskine $167,899 $78.500 £246,408
Mr. Satchel] $254 478 $127,671 5382139
Mr. Horz $302,967 $151,999 $454.966
Mr. Jew $546,378 $274,118 $820.496

52,196,518

The credit for these costs will be made through the [DS Home Office Business Unit G&A
pool. The adjustments for costs from the period 1997 through 2003 will be made in the
2003 claim, and costs for 2004 will be made in the forward pricing and the subsequent
200 clarm.

* Mr, Hora's costs commence at hiring Tuly 2001,



